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FRIDAY, AUGUST 16, 1957 


Unitep States SENATE, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
SUBCOMMITTEE ON Postan RATEs, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 2 p. m., in room 135, 
Senate Office Building, Hon. Olin D. Johnston presiding. 

Present : Senators Johnston (chairman of the committee), Carlson, 
Morton, Scott, Neuberger, and Yarborough. 

Also present: H. W. Brawley, executive director, and Frank A. 
Paschal, professional staff member. 

The CHarrMan. The committee will come to order. We now have 
a quorum, so we will proceed. 

We are here this afternoon to begin hearing testimony on H. R. 
5836, a bill to readjust postal rates and to establish a congressional 
policy for the determination of postal rates, and for other purposes; 
and H. R. 7910, as amended by the committee, a bill to revise the 
laws relating to the handling of short-paid and undeliverable mail, 
and for other purposes. The House reports on these two bills avail- 
able for study. 

(H. R. 5836 and H. R. 7910 follow :) 


[H. R. 5836, 85th Cong., 1st sess.] 


AN ACT To readjust postal rates and to establish a congressional policy for the 
determination of postal rates, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


GENERAL STATEMENT 


In the light of the findings in title II of this Act and information received by 
the Congress with respect to postal activities, revenues, and expenses, the Con- 
gress recognizes that— 

(1) adjustments in presently existing postal rates and fees are necessary 
and desirable in order that, to the extent consistent with the public interest 
and the policies in title II of this Act, postal revenues will more nearly equal 
postal expenses and postal service will be improved ; and 

(2) it is necessary and desirable in the public interest that the Congress 
establish a definite, affirmative, and integrated policy with respect to postal 
activities, revenues, and expenses which will serve as a guide in the deter- 
mination and adjustment by the Congress, from time to time, of the postal- 
rate structure. 
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TITLE I—POSTAL RATE INCREASES 


SHORT TITLE 


Sec. 101. This title may be cited as the “Postal Rate Increase Act, 1957.” 
FIRST-CLASS MAIL 


Sec.102. (a) That part of the first section of the Joint Resolution of 
June 30, 1947 (61 Stat. 218; 39 U. S. C. 280), which precedes the proviso, is 
amended by striking out “3 cents” and inserting in lieu thereof “4 cents”. 

(b) Section 1 of the Act of October 30, 1951 (65 Stat. 672; 39 U. S. C. 280), 
as amended, is further amended— 

(1) by striking out “2 cents” wherever appearing in subsection (a) and 
inserting in lieu thereof “3 cents” ; and 

(2) by striking out “2 cents” in subsection (b) and inserting in lieu 
thereof “3 cents”. 


DOMESTIC AIRMAIL 


Sec. 108. Section 201 of the Postal Rate Revision and Federal Employees 
Salary Act of 1948 (62 Stat. 1261; 39 U. S. C. 463a) is amended— 
(1) by striking out “6 cents” in the first sentence and inserting in lieu 
thereof “7 cents” ; and 


(2) by striking out “4 cents” in the second sentence and inserting in lieu 
thereof “5 cents”. 


SECOND-CLASS MAIL 


Sec. 104. (a) Section 2 (a) of the Act of October 30, 1951 (65 Stat. 672; 39 
U. S. C. 289a), is amended by inserting immediately before the colon which 
precedes the first proviso the following: “, and (4) such postage is further 
adjusted to the amounts set forth in the following table, on the dates specified: 


Effective Effective Effective Effective 
Oct. 1, 1957 | July 1, 1958 | July 1, 1959 | July 1, 1960 
(cents per (cents per (cents per (cents per 
pound, or pound, or pound, or pound, or 








fraction fraction fraction fraction 
thereof) thereof) thereof) thereof) 
A publication having not more than 5 percent 
of its space devoted to advertisements, and 
that portion of other publications devoted to | 
matter other than advertisements. ...__._._.- 2.2 2.5 2.8 3.1 
Advertising portion of a publication having 
more than 5 percent of its space devoted to | 
advertisements: 
i ici nael lida 2.2 2.5 2.8 3.1 
seth hd aiaiienis ai nibivaineidibinainnnatinigione 3.0 3.4 | 3.8 4.2 
RN ee cuesnen 4.5 | 5.1 5.7 | 6.2 
a ks pritinncwhebitinsitindnluiardaindodaiswhleden 6.0 6.8 7.5 | 8.3 
iil ninctittintatan tite e niin ad means 7.5 | 8.4 | 9.4 10.4 
I ont iceman Ras) Sarees te Det ota 9.0 | 10.1 11.3 12.5 
tect cial ast nae ai aceon ode 10. 5 1.8 13.2 14. 6” 








The adjustment in postage contained in the amendment made by this subsection 
shall not apply to any issue of a newspaper with respect to which issue the 
entire press run consists of five thousand copies or less and the rate or rates 
of postage, as in effect immediately prior to the date of enactment of this Act, 
for the mailing of any issue of any newspaper to which this sentence applies 
shall remain in effect until otherwise provided by Congress. 

(b) Section 2 (c) of such Act of October 30, 1951, is amended by striking 
out “one-eighth of 1 cent” and inserting in lieu thereof one-fourth of 1 cent, ex- 
cept that (1) the postage on each individually addressed copy mailed by the 
organizations listed, and for the purposes prescribed in the second and third 
provisos of subsection (a) of this section, and each individually addressed copy 
of a publication of the second class addressed for delivery within the county 
and not entitled to the free-in-county mailing privilege, shall not be less than 
one-eighth of 1 cent, and (2) the per copy rates prescribed for publications cov- 
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ered by section 25 of the Act of March 3, 1879, as amended (39 U. S. C. 286), 
are continued”’. 

(c) Section 2 (d) of such Act of October 30, 1951, is amended by striking 
out “1 cent” and inserting in lieu thereof ‘114 cents’’. 

(d) Section 2 of such Act of October 30, 1951, is amended by adding at the end 
of such section the following new subsection : 

“(e) If, at any time during any Post Office Department fiscal year, beginning 
with the fiscal year ending June 30, 1958, the costs incurred by the Post Office 
Department (as ascertained under the cost ascertainment system of such De- 
partment) in connection with the mailings of any user at rates provided in sub- 
sections (a) and (d) of this section exceed by $100,000 the revenues received by 
such Department (as ascertained under such cost ascertainment system) in 
eonnection with such mailings of such user, the Postmaster General shall fix 
and determine, for the remainder of such ‘fiscal year, the rates for such mailings 
of such user on a basis which will effect, as nearly as may be practicable, the 
equalization, during the remainder of such year, of the revenues received, and 
the costs incurred, by the Post Office Department in connection with such mail- 
ings of such user. From and after the beginning of the Post Office Department 
fiscal year immediately following the fiscal year in which rates for such mail- 
ings of such user are made effective by action of the Postmaster General under 
this subsection, the rates of such mailings of such user shall be as provided in 
subsections (a) and (d) of this section, subject to the application of this sub- 
section. This subsection shall not apply to any organization, association, 
newspaper, periodical, or publication within the purview of the second or third 
proviso of subsection (a) of this section and publications mailed by others than 
publishers or authorized news agents.” 


CONTROLLED CIRCULATION PUBLICATIONS 


Sec. 105. Section 203 of the Postal Rate Revision and Federal Employees 
Salary Act of 1948 (62 Stat. 1262; 39 U. S. C. 291b), is amended— 


(1) by striking out “10 cents a pound or fraction thereof” and inserting 
in leu thereof “12 cents a pound or fraction thereof regardless of the weight 
of the individual copies” ; and iy 

(2) by adding at the end thererof a new. sentence reading ‘The rates pro- 
vided in this section shall remain in effect until otherwise provided by 
Congress.”’. 

THIRD-CLASS MAIL 


Sec. 106. Section 3 of the Act of October 30, 1951 (65 Stat. 673; 39 U. S. C. 
290a-1), is amended— 


(1) in that part of such section which precedes the first proviso— 


(A) by striking out “2 cents” wherever appearing therein and in- 
serting in lieu thereof “3 cents” ; 
(B) by striking out “1 cent” and inserting in lieu thereof “114 cents” ; 
and 
(C) by striking out “114 cents for each additional two ounces or 
fraction thereof” and inserting in lieu thereof “1 cent for each addi- 
tional ounce of fraction thereof” ; 
(2) in the first proviso contained in such section, by striking out “$10” 
and inserting in lieu thereof “$20” ; 
(3) in the second proviso contained in such section— 
(A) by striking out “14 cents” and inserting in lieu thereof “16 
cents” ; 
(B) by striking out “1 cent” wherever appearing therein and insert- 
ing in lieu thereof “2% cents” ; and 
(C) by striking out “10 cents” and inserting in lieu thereof “12 
cents” ; 
(4) by striking out the third proviso contained in such section; and 
(5) in the fourth proviso contained in such section, by striking out “3 
cents” and inserting in lieu thereof “5 cents”, 


ce ae ere ners ree ne : 
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FOURTH-CLASS MAIL 


Sec. 107. Sections 204 (d) and (e) of the Postal Rate Revision and Federal 
Employees Salary Act of 1948 (62 Stat. 1262), as amended (39 U. 8S. C. 292a 
(d) and (e)), are amended to read as follows: 

“(d) The following materials when in parcels not exceeding seventy pounds 
in weight may be sent at the postage rate of 10 cents for the first pound or frac- 
tion thereof and 5 cents for each additional pound or fraction thereof, and 
this rate shall continue until otherwise provided by the Congress: 

(1) books permanently bound for preservation consisting wholly of reading 
matter or scholarly bibliography or reading matter with incidental blank spaces 
for students’ notations and containing no advertising matter other than inci- 
dental announcements of books; (2) sixteen-millimeter films and sixteen-milli- 
meter film catalogs except when sent to commercial theaters; (3) printed music 
whether is bound form or in sheet form; (4) printed objective test materials 
and accessories thereto used by or in behalf of educational institutions in the 
testing of ability, aptitude. achievement, interests, and other mental and per- 
sonal qualities with or without answers, test scores, or identifying information 
recorded thereon in writing or by mark; and (5) manuscripts for books, periodi- 
cal articles, and music. 

“(e) (1) The following materials when in parcels not exceeding seventy 
pounds in weight when loaned or exchanged between (A) schools, colleges, or 
universities and (B) public libraries, religious, educational, scientific, philan- 
thropic, agricultural, labor, veterans, or fraternal organizations or associations 
not organized for profit and none of the net income of which inures to the benefit 
of any private stockholder or individual, or between such organizations and their 
members or readers or borrowers, shall be charged with postage at the rate of 4 
cents for the first pound or fraction thereof and 1 cent for each additional pound 
or fraction thereof, except that the rates now or hereafter prescribed for third- or 
fourth-class matter shall apply in every case where such rate is lower than the 
rate prescribed in this subsection, and this rate shall continue until otherwise 
provided by the Congress: (i) books consisting wholly of reading matter or 
scholarly bibliography or reading matter with incidental blank spaces for stu- 
dents’ notations and containing no advertising matter other than incidental 
announcements of books; (ii) printed music, whether in bound form or in sheet 
form; (iii) bound volumes of academic theses in typewritten or other duplicated 
form and bound volumes of periodicals: and (iv) other library materials in 
printed, duplicated, or photographic form or in the form of unpublished 
manuscripts. 

“(2) The rate provided in paragraph (1) for books may apply to sixteen- 
millimeter films, filmstrips, transparencies for projection and slides, microfilms, 
sound recordings, and catalogs of such materials when sent in parcels not ex- 
ceeding seventy pounds in weight to or from (A) schools, colleges. or universities 
and (B) public libraries, religious, educational, scientific, philanthropic, agri- 
eultural, labor, veterans, or fraternal organizations or associations, not or- 
ganized for profit and none of the net income of which inures to the benefit of 
any private stockholder or individual. 

“(3) Public libraries, organizations, or associations, before being entitled to 
the rates specified in paragraphs (1) and (2) of this subsection, shall furnish 
to the Postmaster General, under such regulations as he may prescribe, satis- 
factory evidence that none of their net income inures to the benefit of any pri- 
vate stockholder or individual.” 


DETERMINATION OF CLASS OF POST OFFICE AND COMPENSATION OF POSTMASTER AND 
CERTAIN EMPLOYEES 


Sec. 108. Eighty-two per centum of the gross postal receipts of all classes of 
post offices accruing on or after the effective date of the rate of postage prescribed 
by section 102 (a) of this Act shall be counted for the purpose of determining 
the classes of the respective post offices and the compensation and allowances 
of postmasters and other employees whose compensation or allowances are based 
on the annual gross receipts of such post offices. Nothing contained in this sec- 
tion shall operate to relegate a post office to a class or receipts category below 
the class or receipts category to which such post office may be assigned on the 
basis of gross postal receipts accruing during the last complete calendar year 
prior to the effective date of the rate of postage prescribed by section 102 (a) of 
this Act or, in the case of a newly established post office, on the basis of gross 
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postal receipts accruing during the last full quarter prior to the effective date 
of the rate of postage prescribed by such section 102 (a). 


REPEALS 


Sec. 109. The last sentence of section 4 (a) of the Civil Service Retirement 
Act as contained in the Civil Service Retirement Act Amendments of 1956 (70 
Stat. 747) is hereby repealed, and hereafter the amounts contributed by the 
Post Office Department to ‘the civil service retirement and disability fund in 
compliance with such section 4 (a) of the Civil Service Retirement Act shall 
be considered as costs of providing postal service for the purpose of establishing 
postal rates. 


CONDITIONS PRECEDENT TO WITHDRAWAL FROM GENERAL FUND OF TREASURY 


Sec. 110. That part of the paragraph under the heading “General Provisions” 
under the appropriations for the Post Office Department contained in chapter 1V 
of the Supplemental Appropriation Act, 1951 (64 Stat. 1050; 31 U. 8. C. 695), 
which precedes the proviso is amended by striking out “the receipt of revenue 
from fourth-class mail service sufficient to pay the cost of such service’ and 
inserting in lieu thereof (1) that the revenues from fourth-class mail service 
will not exceed by more than 1 per centum the costs thereof and (2) that the 
costs of such fourth-class mail service will not exceed by more than 1 per centum 
the revenues therefrom.” 

EFFECTIVE DATES 


Sec. 111. (a) The rates of postage prescribed by this title, except those pre- 
scribed in section 104 (a), shall become effective on October 1, 1957. 

(b) The rates of postage prescribed by section 104 (a) of this title shall 
become effective as provided in such section 104 (a). 

(c) The fee prescribed by section 106 (2) of this title shall become effective 
on January 1, 1958. 

(d) Section 109 of this title shall become effective as of the effective date of 
the Civil Service Retirement Act Amendments of 1956. 


TITLE II—POSTAL RATE POLICY 
SHORT TITLE 
See. 201, This title may be cited as the ‘Postal Rate Policy Act.” 
FINDINGS 


Src. 202. The Congress hereby finds that— 

(1) the postal establishment was created to unite more closely the Ameri- 
can people, to promote the general welfare, and to advance the national 
economy ; 

(2) the postal establishment has been extended and enlarged through the 
years into a nationwide network of services and facilities for the communi- 
cation of intelligence, the dissemination of information, the advancement of 
education and culture, and the distribution of articles of commerce and 
industry ; 

(3) the development and expansion of these several elements of postal 
service, under authorization by the Congress, have been the impelling force 
in the origin and growth of many and varied business, commercial, and in- 
dustrial enterprises which contribute materially to the national economy 
and the public welfare and which depend upon the continuance of these 
elements of postal service ; 

(4) historically and as a matter of public policy there have evolved, in 
the operations of the postal establishment authorized by the Congress, cer- 
tain recognized and accepted relationships among the several classes of 
mail. It is clear also, from the continued expansion of the postal service 
and the authorization of certain services rendered or facilities provided at 
a calculated loss to the Government, that the postal establishment performs 
some functions in which the public interest outweighs the profit and loss 
factors which would prevail if the postal establishment were operated 
solely as a business enterprise; 

(5) the postal establishment should be operated in a businesslike manner 
but clearly is not a commercial enterprise conducted for profit and it would 
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be an unfair burden upon users of the mails to compel them to underwrite 
those expenses incurred by the postal establishment which are not related 
to the postal services they receive ; 

(6) notwithstanding the need for all users of the mails to be informed 
with reasonable certainty of the postal rates and fees which will be imposed 
upon them, the Congress heretofore has not laid down a firm policy (except 
for fourth-class mail and certain special services authorized by law) with 
respect to the identification and evaluation of those services rendered by the 
postal establishment in whole or in part for the benefit of the general public 
and those services which inure in whole or in part to the benefit of certain 
users of the mails; and 

(7) the public interest and the increasing complexity of the social and 
economic fabric of the Nation require an immediate, clear, and affirmative 
declaration of congressional policy for the creation and maintenance of a 
sound and equitable postal-rate structure which will assure efficient service, 
produce adequate postal revenues, and stand the test of time. 


DECLARATION OF POLICY 


Sec. 203. (a) The Congress hereby emphasizes, reaffirms, and restates its 
function under the Constitution of the United States of forming postal policy. 

(b) It is hereby declared to be the policy of the Congress, as set forth in this 
title— 

(1) to provide a more stable basis for the postal-rate structure through 
the establishment of general principles, standards, and related requirements 
with respect to the determination and allocation of postal revenues and 
expenses ; and 

(2) in accordance with these general principles, standards, and related 
requirements, to provide a means by which the postal-rate structure may be 
fixed and adjusted by action of the Congress, from time to time, as the pub- 
lic interest may require, in the light of periodic reviews of the postal-rate 
structure, periodic studies and surveys of expenses and revenues, and peri- 
odie reports and recommendations, required to be made by the Postmaster 
General as provided by section 206 of this title, on the basis of the cost ascer- 
tainment system. 

(c) The general principles, standards, and related requirements referred to 
in subsection (b) of this section are as follows: 

(1) In the determination and adjustment of the postal-rate structure, 
due consideration should be given to— 

(A) the preservation of the inherent advantages of the postal service 
in the promotion of social, cultural, intellectual, and commercial inter- 
course among the people of the United States, 

(B) the development and maintenance of a postal service adapted 
to the present needs, and adaptable to the future needs, of the people 
of the United States, 

(C) the promotion of adequate, economical, and efficient postal serv- 
ice at reasonable and equitable rates and fees, 

(D) the effect of postal services and the impact of postal rates and 
fees on users of the mails, 

(E) the requirements of the postal establishment with respect to the 
manner and form of preparation and presentation of mailings by the 
users of the various classes of mail service, 

(F) the value of mail, 

(G) the value of time of delivery of mail, and 

(H) the quality and character of the service rendered in terms of 
priority, secrecy, security, speed of transmission, use of facilities and 
manpower, and other pertinent service factors. 

(2) The acceptance, transportation, and delivery of first-class mail con- 
stitutes a preferred service of the postal establishment and, therefore, the 
postage for first-class mail should be sufficient to cover (A) the entire 
amount of the expenses allocated to first-class mail in the manner pro- 
vided by this title and (B) an additional amount representing the fair 
value of all extraordinary and preferential services, facilities, and factors 
relating thereto. 

(3) Those services, elements of service, and facilities rendered and pro- 
vided. by the postal establishment in accordance with law, including serv- 
ices having public service aspects, which, in whole or in part, are held and 
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considered by the Congress from time to time to be public services for the 
purposes of this title shall be administered on the following basis: 

(A) the sum of such public service items should be assumed. directly 
by the Federal Government and paid directly out of the general fund 
of the Treasury and should not constitute direct charges in the form 
of rates and fees upon any user or class of users of such public services, 
or of the mails generally, and 

(B) nothing contained in any provision of this title should be con- 
strued as indicating any intention on the part of the Congress (i) that 
such public services, or any of them, should be limited or restricted or 
(ii) to derogate in any way from the need and desirability thereof in 
the public interest. 

(4) For the purpose of the determination and adjustment of the postal- 
rate structure in the manner provided by this title and by section 207 of 
the Act of February 28, 1925, as amended (39 U. 8S. C., sec. 247), and sec- 
tion 12 of the Act of October 30, 1951 (39 U. 8S. C., sec. 246f), the postal 
rates shall be adjusted from time to time so that the total amount of the 
adjusted revenues shall be more nearly equal to the total amount of the 
expenses, both as determined in the manner provided by this title. 


AUTHORIZATION OF APPROPRIATED FUNDS 


Sec. 204. There is hereby authorized to be appropriated to the revenues of 
the Post Office Department for each fiscal year from any money in the Treasury 
not otherwise appropriated an amount equal to the sum of the public service 
items referred to in section 203 (c) (3). Such appropriations shall be avail- 
able to enable the Postmaster General to pay in to postal revenues at quarterly 
or other intervals such amounts as he shall determine to be necessary to reim- 
burse the Post Office Department for such expenses and losses of revenue. 


APPLICATION OF COST ASCERTAINMENT SYSTEM 


Sec. 205. (a) For the purposes of this title, revenues and expenses shall be 
determined and ascertained, and each allocation and apportionment with respect 
thereto shall be made, upon the basis of the cost ascertainment system, to the 
extent not otherwise indicated in this title. 

(b) Nothing in this title shall be construed to affect the cost ascertainment 
system or any authority, power, duty, or procedure of the Postmaster General 
or of the postal establishment generally, except to the extent necessary to carry 
out this title. 


REVIEWS, STUDIES, SURVEYS, REPORTS, AND RECOMMENDATIONS OF POSTMASTER 
GENERAL 


Sec. 206. (a) The Postmaster General is authorized and directed to initiate 
and conduct, through the facilities of the postal establishment, either on a 
continuing basis or from time to time, as he deems advisable, but not less often 
than every two years, a review of the postal-rate structure and a study and 
survey of the expenses incurred and the revenues received in connection with 
the several classes of mail, and the various classes and kinds of services and 
facilities provided by the postal establishment, in order to determine, on the 
basis of such review, study, and survey for each class and kind of service or 
facility provided by the postal establishment, the need for adjustment of postal 
rates and fees in the manner provided by this title. 

(b) The Postmaster General shall submit to the Senate and the House of Rep- 
resentatives not later than April 15 of each alternate fiscal year, beginning with 
the fiscal year ending June 30, 1959, a report of the results of the review, study, 
and survey conducted pursuant to subsection (a) of this section. Such report 
shall include— 

(1) information with respect to expenses and revenues which is pertinent 
to the allocation of expenses and the determination and adjustment of postal 
rates and fees in the manner provided by this title, 

(2) such other information as is necessary to enable the Congress, or as 
may be required by the Congress or an appropriate committee thereof, to 
carry out the purposes of this title, and 

(3) such recommendations as the Postmaster General deems appropriate. 
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CONGRESSIONAL ACTION PREREQUISITE TO ADJUSTMENTS IN POSTAGE RATES AND FEES 


Sec, 207. Except as otherwise provided by law, nothing in this title shall be 
construed to authorize any change, adjustment, or revision with respect to any 
postal rate or fee, except by further action of the Congress. 


DEFINITIONS 


Sec. 208. (a) For the purposes of this title, the term— 

(1) “cost ascertainment system’ means the cost ascertainment system 
including the principles and standards thereof) utilized by the Post Office 
Department (39 U. S. C., sec. 826) for the ascertainment and allocation of 
expenses and revenues of the postal service, as in effect from time to time, 
to the extent consistent with this title; 

(2) “revenues” and “costs”, whether applied to the total postal operation 
or to the mail classes or services, shall have the same meaning as when used 
in the Cost Ascertainment Report, and the terms “costs” and “expenses” shall 
be synonymous; and 

(3) “adjusted revenues”, whether applied to the total postal operations 
or to the mail classes and services, shall mean the revenues, increased by 
the sums authorized under section 204 to be appropriated to the Post Office 
Department for the public service items referred to in section 203 (c) (3). 

(b) Whenever reference is made in this title, or in any other law or regula- 
tion in connection with this title, to any of the several classes of mail an services, 
such reference shall have the same meaning as when used in the Cost Ascertain- 
ment Report, except that first-class mail shall include domestic air mail other 
than air parcel post. 

Passed the House of Representatives August 13, 1957. 

Attest: 


RALPH R. Roserts, Clerk. 


[H. R. 7910, 85th Cong., 1st sess.] 


AN ACT To revise the laws relating to the handling of short paid and undeliverable mail, 
and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the Postmaster General shall pre- 
scribe by regulation the conditions for delivery to the addressee, return to the 
sender, or other disposition, of matter mailed without prepayment of the postage 
required by law to be paid, or without prepayment of the full amount of the postage 
required by law to be paid. 

(b) The Postmaster General shall prescribe by regulation from time to time 
the charges to be collected on delivery for any matter mailed without prepay- 
ment of any lawfully required postage or without prepayment of the full amount 
of the lawfully required postage. Such charges (1) shall be in addition to the 
payment of lawfully required postage, (2) shall not be adjusted more frequently 
than once every two years, and (3) when adjusted shall equal, as nearly as is 
practicable, the approximate cost incurred by the Post Office Department with 
respect to the delivery of such matter and the collection of postage and other 
lawful charges thereon. The Postmaster General may waive the collection of 
any charges when he deems such waiver to be in the best interest of the Govern- 
ment. 

Sec. 2. Section 12 (a) of the Act of October 30, 1951 (65 Stat. 676; 39 U. S.C. 
246f (a)), is amended by inserting before the period at the end thereof a semi- 
colon and the following new paragraph: 

“(9) for returning undeliverable letters and parcels from the dead- 
letter office to the senders”. 

Sec. 3. Section 26 of the Act of March 3, 1879 (20 Stat. 361), as amended 
(39 U. 8. C. 275), is further amended to read as follows: 

“Sec. 26. (a) The Postmaster General may issue postage-due stamps of such 
special design’ and denomination as he deems necessary to be affixed to short 
paid mail, and such stamps shall be canceled in the same manner as other 
postage stamps. 

“(b) Postage-due stamps may not be sold by any postmaster nor received 
by him in prepayment of postage or fees for special services. 

“(e) The Postmaster General may designate agencies of the Department 
where postage-due stamps may be sold for philatelic purposes only.” 
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Sec. 4. Section 3936 of the Revised Statutes, as amended (39 U. 8. C. 406), 
is further amended by striking out the second sentence and inserting in lieu 
thereof, the following: 

“The Postmaster General shall return to the senders by registered mail all 
ordinary dead letters containing $10 or more in cash, and parcels of the first 
class which apparently contain matter valued at $10 or more, under such rules 
and regulations as he may prescribe. The minimum registry fee, in addition 
to such other fees as the Postmaster General may prescribe, shall be collected 
at the time of delivery.” 

Sec. 5. The first section of the Act of May 9, 1930 (39 U. S. C. 261), is 
amended by striking out “15 cents” and by inserting in lieu thereof “25 cents”. 

Sec. 6. All laws or parts of laws inconsistent with the provisions of this Act 
are hereby repealed. Such repeal shall include, but shall not be limited to, 
the following laws and parts of laws which are hereby repealed : 

(a) Section 39387 of the Revised Statutes, as amended (39 U. 8. C. 407); 

(b) Section 3898 of the Revised Statutes (39 U.S. C. 274): ' 

(c) Section 3900 of the Revised Statutes (89 U.S. C. 272) ; 

(d) The semicolon and the clause “but if the publisher of any refused or 
uncalled-for newspaper or other periodical shall pay the postage due thereon, 
such newspaper or other periodical shall be excepted from the operation of 
such regulations”, in section 4061 of the Revised Statutes (39 U. S. C. 411): 

(e) The second proviso of section 29 of the Act of March 3, 1879 (20 Stat. 
362), as added by the amendment to such section contained in section 3 of the 
Act of July 5, 1884 (23 Stat. 158; 39 U. 8. C. 321) ; and 

(f) The proviso added to section 3 of the Act of March 8, 1885 (23 Stat. 387), 
as amended by the Act of January 16, 1889 (25 Stat. 650; 39 U. S. C. 165). 

Sec. 7. This Act shall be effective on the first day of the third month follow- 
ing the month in which enacted. 

Sec. 8. (a) The proviso to the third clause of section 14 of the Act of March 
8, 1879 (39 U. 8S. C. 226), is amended by striking out the words “or tn imitation 
of typewriting”. 

(b) The fourth clause of such section is amended by inserting before the 
period at the end of the first sentence thereof the following: “except as pro- 
vided by the Act of July 3, 1948 (62 Stat. 1260; 30 U. S. C. 291b)”. 

Passed the House of Representatives July 1, 1957. 

Attest: 

RacteH R. Roserts, Clerk. 


Senator Jonnsron. On Tuesday, August 13, the House approved 
H. R. 5836, the postal rate bill now before us. 

This is a very complex bill and it has many ramifications. It 
places an additional tax burden of over one-half billion dollars an- 
nually on the citizens of this country. It would raise first-class letter 
rates from 3 cents to 4 cents. Post and postal cards and drop letters 
would be increased from 2 to 3 cents. Third-class bulk-book rates are 
‘aised from 10 to 12 cents and books moving in fourth class are in- 
creased from 8 to 10 cents. Controlled circulation magazines are in- 
creased from 10 to 12 cents and from 11 to 12 cents per pound. Third- 
class bulk mail as reported from the House committee would have 
been increased to 2 cents the first year and to 21% cents thereafter. By 
an amendment adopted on the House floor this week, these rates are 
increased to 21% cents effective October 1 of this year. The bill as 
reported from the House committee would increase the rates on 
second-class publications by 15 percent for each of the next 4 years, or 
a total of 60 percent. 

By an amendment adopted on the floor of the House Tuesday, it is 
almost impossible to say how much the increase on second-class pub- 
lications would be. It would even direct the Postmaster General 
to establish different rates for competing publications. I have been 
informed that the amendment is daWworkwbia and cannot be admin- 
istered. I call this to the attention of the subcommittee to show why, 
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in the opinion of the chairman, it is absolutely necessary to study this 
bill thoroughly before this committee reports to the Senate. I am 
also asking the subcommittee to take a good look at H. R. 7910. 

In my opinion, the campaign just conducted against the controlled- 
circulation amendment to this bill is the most unethical misuse of a 
Washington association that I have ever witnessed. I want the sub- 
committee to explore this matter fully including certain organizations 
that appear to me to be using misstatements on this amendment to 
keep a bridle on their competition. 

We are here this afternoon to hear the Postmaster General of the 
United States. I have known no man in my entire life made dedi- 
cated to a purpose than Arthur E. Summerfield. He is a hard-work- 
ing Postmaster General. While I have differed with him at times, 
I most certainly respect his devotion to duty. I am sure the Post- 
master General realizes the difficult job Senators have trying to sift 
the arguments on this complex subject. 

We are obliged to listen to those who claim H. R. 5836 will destroy 
their businesses. 

I ask permission that Mr. Summerfield and his staff be allowed to 
proceed without interruption, after which questions may be pro- 
pounded. I think that is best in order for him to keep his continuity 
of thought. Then, if there are any questions by the subcommittee, 
the staff, or any member of this committee, they are at liberty to ask 
them. 

Senator Cartson. I think it is very fine to have the Postmaster Gen- 
eral proceed in that way. 

Mr. Summerrietp. Thank you, Mr. Chairman and members of the 
committee. 


STATEMENT OF POSTMASTER GENERAL ARTHUR E. SUMMERFIELD 


Mr. Summerrrevp. I would like to first thank you for your very 
generous comments relative to my effectiveness as Postmaster General. 

Needless to say, I am grateful to you, sir, and the members of the 
subcommittee for this opportunity to appear before you this after- 
noon and testify in behalf of this badly needed legislation permitting 
the postal rates to be increased. 

I have a prepared statement with which I will proceed for 15 or 20 
minutes, and a few charts, and, following my presentation of my part 
of the program, I will ask Mr. Stans to also read a prepared statement 
and show you a number of charts. I think by following this pro- 
cedure we will answer a good many questions that will come to your 
mind as we proceed, and make it much easier for all of us. 

The Cuarrman. Just for the record, I received permission from the 
Senate to hold this meeting while it is in session. 

However, if there is any live quorum we must answer it and tempo- 
rarily suspend the hearing. I hope it does not come up, but I thought 
Thad better warn you. Please proceed. 

Mr. Summerrietp. Mr. Chairman and members of this committee, 
I am appearing before this committee today in general support of 
H. R. 5836 and to discuss once again the serious fiscal plight of the 
Post Office Department and the urgent need for postal rate increases. 

As you recall, rate hearings were held before this committee last 
year on a House-passed bill, H. R. 11380. These hearings were termi- 
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nated without action the day before the Congress adjourned. We find 
ourselves in a somewhat similar situation today. That is to say, that 
we are once again testifying in support of a bill which passed the 
House by an even greater margin than last year. However, the finan- 
cial situation of the Post Office has deteriorated further. The Depart- 
ment is now losing money at the rate of more than $2 million each work- 
ing day. If action is delayed once again until the next session of 
Congress, an additional burden of at least $300 million in postal sub- 
sidies will be placed squarely on the back of the American taxpayer. 

The problem of postal rates affects not only the solvency of the Post 
Office Department but also has a direct and major influence on the 
Federal budget. The Federal budget for 1958 is now in narrow bal- 
ance. The budget surplus of about 2 percent is based on two assump- 
tions: the first being that present tax sources will yield a 4 percent 
increase in revenues; the second is that an increase in postage rates to 
produce $654 million in new revenues will be enacted by the Congress 
in this session. 

In view of this situation, it is apparent that increases in postal rates 
are as important a part of the Government’s fiscal program as the 
strenuous and vigorous efforts which have been made by the Congress 
to reduce Federal spending in the current fiscal year. Without ques- 
tion, the additional revenues from postal rate increases is one of the 
largest single factors controllable by the Congress in maintaining a 
balanced Federal budget this year and in the years ahead. 

Before proceeding further, may I say for the record that if the 
efforts of this committee to provide sound financing of postal services 
in 1951 had prevailed, the taxpayers of this country would not have 
had to bear the recordbreaking losses of recent years. At that time, 
under the same chairmanship as at present, this committee reported 
a bill increasing letter rates of postage, airmail rates, and the rates of 
other classes of mail in fair and reasonable proportion. 

In the current fiscal year the annual cost of operating the Post Office 
Department will be increased by approximately $1 billion over the cost 
level of 1951. Part of this increase is due, of course, to expansion of 
mail volume but the major part, by far, is due to increase in wages and 
other costs. If a letter rate increase was justified in 1951—and I am 
confident that it was—then surely it is even more justified under 
present cost levels. 

In presenting the case for postal rate increases, I intend to establish 
the following points: 

1. That the present postal losses are of staggering proportion, 

2. That huge postal losses are purely a postwar development. 

3. That these postwar losses are the direct consequence of rising costs 
and lagging increases in rates of postage, 

4, That other nations have avoided similar losses by raising rates of 
postage from time to time to more realistic levels, 

5. That postal losses can be materially reduced only by means of 
postal rate increases, 

6. That postal losses are an inequitable burden on the general tax- 
payer and should be met by the users of the mails, 

7. That the rate proposals in H. R. 5836 as reported by the House 
committee are fair and equitable, 
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8. That widespread public support exists for proposed rate increases, 
and finally, 

9. That the policy contained in H. R. 5836 as reported by the House 
committee incorporates in a single aoe. the financial principles 
which Congress has always applied to the postal operation; and that 
the enactment of this policy would permit future postal administra- 
tions to operate on a sound financial basis. 

During the last 11 years there has been an appalling expenditure of 
public funds to subsidize postal services performed principally for 
fartye users of the mails. In the fiscal year just ended the postal deficit 
was $515 million. This year the budgeted deficit is $686 million. 

Since 1945 the Government has sustained postal losses amounting 
to more than $5 billion, even after excluding all identifiable public wel- 
fare costs computed in accordance with the Kelly Act. 

Increasing cost levels may soon result in a postal deficit of a billion 
dollars a year if postal rates are not brought more in line with costs. 

Many people have mistakenly been led to believe that the post office 
has always lost huge sums of money. Mr. Chairman and members of 
the committee, this simply is not true. 

I have a chart here which shows in simple graphic form the over- 
whelming disparity between the average prewar and the average post- 
war losses. The war years are omitted because during that period the 
Department produced an annual surplus since a large share of its costs 
was paid by the military. As indicated on the chart, from 1900 to 
1940 the reported average annual deficit was about $33 million. When 
we compare this modest sum with a postwar average of $450 million— 
which is almost 14 times as great—the conclusion is inevitable that 
there is no tradition that the post office should continuously lose money. 


AVERAGE ANNUAL DEFICIT 


( IN MILLIONS ) 3450 






1946-1957 


NOTE During war yeors, 1941-45, average annua! surplus of $33 million 
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In fact, if we use computations provided by the Kelly law—which 
eliminates from the postal deficit all public service costs and all sub- 
sidies—it is shown that the Post Office Department did not operate at 
a loss during the period from its very inception to 1946. This is a 
conclusion reached by Congressman Kelly himself for the years up to 
1930, and by a consultant for the Magazine Publishers Association for 
the years from then up to the end of World War II. 

The record is crystal clear. Heavy and recurring postal deficits are 
a product of our times and it is our responsibility to find a solution. 

Now, chart 2 reveals the reasons for the huge postal losses of the 
postwar years. Since 1945, increases in wages, transportation, and 
other cost of the Department have amounted to $1,860 million. About 
$1.3 billion is the direct result of wage and fringe benefit legislation 
enacted by the Congress. Since 1945, Congress has granted postal 
workers six increases in wages and numerous fringe benefits. The 
balance is due to employee retirement costs and to the higher prices 
the Department must pay for everything it buys, including trans- 
portation services. The post office operates in the same economic 
climate as private business and the households of the country. It 


has not and cannot be insulated from the inflationary cost trends of 
recent years. 
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Now, chart 3 shows this: While Congress was increasing wages 6 
times at a cost of $1.3 billion annually, it raised postal rates on just 
2 occasions to provide only $275 million in additional revenues. 

In other words, the huge losses of recent years reflect the fact that 
Congress has not enacte stal-rate increases sufficient in scope to 
offset large and unavoidable increases in costs. For all practical 
purposes, our rate level today is little changed from the level of 1932, 
and this will be illustrated on the next chart, chart 4. 


SINCE 1932 
ALL POSTAL COSTS but POSTAL RATES HAVE 
YP 110 % <—V LAGGED FAR BEHIND 








Clerk's Pay Up 1127 . 
City Comers Pay Up 1/07 Letter Rates - Same as (932 


Rural CarriersPay Up 1262/ 3rd Class - Gp only 38% 


Railroad Rates Up 1/62 . 
- A 
PTS. Wages Up loz | CNG Class’ - Up only 3 
* IN-COUNTY RATES SAME AS 1885. 


Cost of Trucks Up 2667 
* ADVERTISING LB. RATES BELOW 1932 LEVEL. 


* SOME IN-COUNTY SERVICES STILL 
PERFORMED FREE OF CHARGE. 
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The year 1932 is used here as a base because that is the year in 
which Congress raised letter rates to 3 cents. Since then, postal cost 
levels have increased approximately 110 percent, but letter rates 
remain unchanged. 

While postal costs have more than doubled, the rates on third-class 
mail—consisting largely of advertising matter—have increased only 
38 percent. Second-class rates are only 3 percent above the level of 
1932. 

Let me repeat. The main reason for record postal losses in recent 
years is the failure to adjust rates of postage to offset unavoidable 
increases in what it costs to handle the United States mails. 

Now, chart No. 5 tells a very revealing story. The United States 
post office, serving an area almost 30 times as great as the average 
for the nations listed, and paying wages 3 to 4 times as great, is 
delivering letter mail at lower rates of postage. No wonder we have 
such a large deficit. If we were to apply our standards of pay and 
our levels of postal rates to the postal system of Sweden, for example, 
Sweden would show an operating loss of 80 percent instead of the 
5-percent surplus which it now produces. Under similar circum- 
stances, every postal system in the world would suffer huge annual 
losses. 


THE U.S.A. AND OTHER NATIONS 


AREA ¢ SALARIES * RATES 
AREA SERVED ANNUAL SALARY  pPOMESTIC 











ES MT) male ee Ate ters 

GERMANY 96,000 $1,161 4g¢ 
FRANCE 212,655 1,149 : 57¢ 
BELGIUM 11,755 1,434 4.0¢ 
NORWAY 125,064 1,622 4.2¢ 
SWITZERLAND 16,000 1,830 46¢ 

SWEDEN 173,378 1,815 —48¢_ 
AVERAGE 105,808 1,502 47¢ 


GU S.A. | 3022387 | $4,410 3.0¢ 


Foreign postal systems have avoided heavy losses during the in- 
flationary postwar period by sensibly raising their postal rates. In 
the past 5 years alone, 50 countries have raised their rates of postage 
on letter mail, as well as for other services. 

Canada, our neighbor, for example, operates its postal system on a 
break-even basis with a nonlocal letter rate of 5 cents on the first 
ounce. The United States post office is the only major postal system 
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in the world which continues to operate with a heavy, recurring 
annual loss. 

There are those who maintain that the postal deficit can be so 
greatly reduced through mechanization, automation, and moderniza- 
tion of postal operations that there would be no need for postal-rate 
adjustments. The Department, and, in a sense, the Congress, too, has 
received much adverse publicity regarding alleged postal inefficiency, 
sponsored, in part, by those who wish to continue the prewar rate 
structure. 

I will be the first to admit that there always will be opportunity 
to improve the postal service. But to maintain that vast economies 
can be made ignores the fact that even under our advanced state of 
technology no way has yet been devised to completely automate sort- 
ing, delivery, and other mail-handling operations. It is the costs of 
labor which account for almost 80 percent of our postal expenses. 
Any proposition that the postal deficit can be eliminated through in- 
creased efficiency is no more than wishful thinking. 

This does not mean that the combined efforts of C ongress and the 
Department have not advanced efficiency within the “Department. 
But the cost increases enacted by the Congress in the postwar years 
are far in excess of cost reductions resulting from increased operating 
efficiency. In this respect we are no different than the private busi- 
ness firms that have been forced to make realistic price adjustments 
in recent years to recover higher operating costs. Can it be said that 
all firms that have increased prices are inefficient because they were 
unable to offset cost increases through better management practices / 
On what basis of logic, then, can opponents of postal-rate increases 
levy this charge against the Post Office Department? The fact of the 
matter is that ‘the only way the postal deficit can be materially reduced 
while maintaining high standards of service for the American peo- 
ple is through postal-rate adjustments. 

I would like to illustrate with chart No. 6. 

This chart reveals the fiscal record of the Department in recent 
years and as projected for fiscal 1958. 

(Chart No. 6 is as follows :) 


Annual postal deficits 


{In millions] 


Fiseal year | Basic deficit | Newly added| [Anne ul deficit 
costs 1 

1952 Ph. a. JIG. $720 Se. $720 
1953 a 7 625 $25 650 
1954___. > 352 47 399 
1955 Bastin ob i ba : 258 105 363 
1956 : ; a> wth 222 242 464 
1957 : ai 211 34 515 
Budget, 1958 __-- ; [ 182 504 2 686 


1 For 1958, these added items are: 
Pay increases. - 


E mploy ee fringe benefits __ 5 4 coo a 65 
Retirement-fund contributions bch aciiha shctewe~i 134 
Increase in capital expenditures over 1952 . 48 
Rail-rate increase, 1953 ___-- ; : b bodies abcd Sill ‘ ; i 28 

Total 504 


2 This deficit does not include pending rail-rate increases, furthe r employee pay increases or fringe benefits, 
and the Department’s facilities modernization program, 








POSTAL RATES 17 


In 1952 the annual postal deficit had reached $720 million. This 
deficit was being steadily reduced until cost increases beyond our 
control reversed the trend. Had these new costs not materialized, 
the deficit would have reached a low of $182 million in 1958. This 
reduction reflects the combined effect of legislation relieving us from 
airline subsidies and the cost of handling Government mail, increased 
parcel post and foreign mail rates, and economies in our operation. 

The newly added costs are the direct result of wage and other 
legislation, railway mail rate increases, capital improvements to cor- 
rect deferred maintenance and obsolescence, and increasing price 
levels. 

Column 3 shows the effect of these unavoidable increases in cost 
which will total $504 million in this fiscal year. A breakdown of the 
$504 million is shown below on the chart. 

The pay increases were 229, the fringe benefits 65, retirement fund 
contributions 134, increase in capital expenditures 48, and rail rate 
increase since 1953 was 28, a total of $504 million. 

Asa result, our actual deficit, which was reduced 50 percent by 1955, 
is once again increasing rapidly. In fiscal 1957 it amounted to $515 
million; the budgeted deficit this fiscal year is still higher, amounting 
to $686 million. 

But this large budgeted deficit for 1958 is based on today’s cost 
conditions. There is a strong indication that other cost items, not 
included in the budget, will increase that deficit still further. 

Now, the issues at stake in this bill involve more than fiscal respon- 
sibility. There is, in fact, Mr. Chairman, a moral issue as well. 

In the interest of fair play, we should not continue to burden the 
American taxpayer with the cost of postal services performed for 
others. The fact that about 80 percent of all mail originates with 
businesses operated for private profit emphasizes the injustice of the 
present means of financing the postal operation. 

There is neither justice nor logic in asking the taxpayer to pay a 
substantial part of the cost of distributing commercial advertising 
matter through the mails. We do not ask or expect the taxpayer to 
pay part of the cost of the paper on which the advertisements are 
printed, or for the cost of the printing itself. Congress, I am sure, 
would be shocked at the suggestion that the tax dollar be used for 
such a purpose. And yet, the cost of distributing an advertisement 
is no less a legitimate business cost than either paper or printing. 

We should not confuse the identity of the general taxpayer with 
that of the mail user. I am sure that the small Carolina farmer, or 
the Pennsylvania miner, or the West Virginia millworker has no 
desire to pay a large share of the cost of the direct-mail advertising 
of the New York fashion shop, or the mailing costs of a financial 
journal, or the vast amount of first-class business correspondence 
which moves daily through our mails. 

Nevertheless, in the current fiscal year these people—along with 
countless other hard-working American taxpayers—will have to fur- 
nish many millions of dollars to provide mail services to private and 
business users. Next year, the cost to the taxpayers will be greater 
still. 

Further delay in enacting long overdue postal rate increases will 
serve only to extend and perpetuate the injustice of charging the 
American taxpayer for postal services performed for others. 
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There is widespread agreement concerning the need for postal rate 
adjustments. But there remains the problem, now as always, to deter- 
mine the size and nature of the adjustments in each category of 
service. 

One fact is clearly apparent. All the classes of mail affected by 
this bill cost more to handle today than when their present rates were 
established, and all users of the mails should expect to pay more. 

Reflected in H. R. 5836 are such considerations as the value of 
service received by each category of mail, the ability of the users of 
various categories of mail to pay the increased rates of postage, the 
time which must be allowed certain users—because of contractual and 
other obligations—to adjust to the proposed level of rates, the elas- 
ticity of demand for the various services, and the revenue needs of 
the Department. 

We believe that the rates proposed in H. R. 5836 as reported by the 
House committee are equitable. They should work no undue hard- 
ship on any class of mail user and they are administratively work- 
able from the viewpoint of the Department. Certainly we would be 
guided by any proposals developed by this committee which would 
raise comparable or greater revenues by means of fair and reasonable 
rate adjustments. 

The Deputy Postmaster General, who will follow me this afternoon, 
will enuinerate the specific proposals for changes in rates and the 
reasons for them. 

None of: us likes to see prices increased on the goods and services 
we buy. This makes all the more remarkable the widespread public 
support for postal rate increases. 

n poll after poll conducted by Members of Congress and independ- 
ent agencies the extraordinary American citizen has expressed his 
willingness to pay higher postal rates in order that his Post Office 
Department might operate on a soundly financed, businesslike basis. 

I should like also to pay tribute to the newspapers of America 
which—despite the fact that their rates of postage would be sub- 
stantially increased—have unselfishly supported rate adjustments in 
their editorials by a margin of 5 to 1. 

Rate increases are also supported by responsible Government offi- 
cials in both the executive and legislative branches. The President 
of the United States, the Secretary of the Treasury, and the Director 
of the Bureau of the Budget have spoken in support of rate adjust- 
ments. The House of Representatives on August 13, 1957, passed this 
bill with bipartisan support by a margin of about 2 to 1. 

The proposals before us are neither political nor partisan in nature. 
They have been endorsed by members of both political parties and 
by two Democratic former Postmasters General, James A. Farley and 
Jesse M. Donaldson. It is apparent that sound financial management 
is a responsibility which is not limited by political affiliation. 

I would like, Mr. Chairman, to submit for the record copies of the 
statements or letters of the persons I have just identified. 

The Cuatrman. Without objection, they will be received and print- 
ed in the record. 

Mr. Summerrtetp, Thank you, sir. 

(The documents referred to are as follows :) 
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THE SECRETARY OF THE TREASURY, 
Washington, March 22, 1957. 
Hon. Tom Murray, : 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 


DEAR CHAIRMAN Murray: In connection with the hearings before your com- 
mittee on legislation to adjust postal rates, I should like to ask that this state- 
ment in support of H. R. 5836 be read into the record. 

The need for placing the financing of the postal service on a sound, self-sustain- 
ing basis becomes more imperative each year. It is particularly urgent now that 
we cut down on all unnecessary Government spending. The present subsidy of 
the postal service to users of the mails is an extravagance and a luxury that the 
taxpayers cannot afford. 

To those who justify such a subsidy on the ground that the Post Office De- 
partment should be considered as a public-service institution, let me say this: 
Whenever any commodity or any service is priced below cost, wasteful use of it 
is encouraged. Part of the present load on the postal service comes directly 
from our rendering these services for less than their real value. 

We must all bear our fair share of the load if we are to keep the Federal budget 
down within reasonable bounds. The annual outlay which the Government has 
to pay to cover a heavy postal deficit is a very obvious place where our expend- 
itures are out of line. 

We cannot further justify dodging the cost of mail deliveries and passing it 
on to our children. That is what we do when we fail to put the Post Office De- 
partment on a pay-as-you-go basis. The postal deficit, which has averaged nearly 
half a billion dollars annually over the past decade, has necessarily been added 
each year to the public debt and has steadily increased the interest burden of 
the debt. 

I hope the Congress will approve this bill, thereby helping to reduce the Fed- 
eral budget and letting users of the postal service pay fairly and equitably for its 
use in proportion to their respective benefits. In addition, passage of the bill will 
lead the way toward the improvements in equipment and facilities which are 
so sorely needed to give the American people the mail service they deserve and 
have the right to expect. 

Sincerely yours, 
G. M. HUMPHREY, 
Secretary of the Treasury. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 7, 1957. 
The honorable the PosTMASTER GENERAL. 

My Dear Mr. PosTMASTER GENERAL: I understand that you will soon begin your 
testimony on the proposed bill to increase postal rates. The enactment of a 
postal rate increase was forecast in the 1958 budget and is an important part of 
the administration’s fiscal policy. The net expenditures forecast in our budget 
are very large and have been severely criticized in many quarters. If we should 
fail to obtain the postal rate increase, the result would, of course, be an increase 
in our net budget expenditures and a reduction of the relatively small budget 
surplus anticipated for fiscal 1958. 

This emphasizes the importance of prompt action on the Department’s proposed 
legislation to increase postal rates. The Bureau of the Budget strongly supports 
the proposed rate bill and the general concept of a self-supporting postal system. 

Sincerely yours, 
PERCIVAL BRUNDAGE, Director. 


New York, N. Y., March 28, 1957. 


Hon. Tom Murray, 
Chairman, Committee on Post Office and Ciwil Service, 
House O fice Building, Washington, D.C. 


Dear CONGRESSMAN: Thank you for inviting me to express my views on the 
postal policy and postal rate legislation now before the House Committee on Post 
Office and Civil Service. Inasmuch as my travel activities have been limited 
since my eye operations, I must forego the pleasure of being with you again 
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in person. I do hope, however, that under the circumstances you will accept this 
letter and read it into the record. 

On April 12, 1956, I strongly endorsed H. R. 9228 in testimony given personally 
at the hearings. I did so, based on my experience as Postmaster General from 
1933 to 1940, and as a businessman and taxpayer. I now endorse H. R. 5836 and 
urge that it receive the bipartisan support of the Congress. 

I agree with you, Mr. Chairman, and with the present Postmaster General, 
in your strong belief that the proposals now before your committee are neither 
political nor partisan in nature and that sound financial administration of 
the Post Office Department is the definite responsibility of every Member of the 
Congress, irrespective of party affiliation. 

The postal policy approved by your committee last year, which I fully endorsed, 
is once again spelled out in detail in H. R. 5836, now before you. 

This policy statement incorporates all the financial principles which the Con- 
gress has always used in conducting postal operations. The administration of 
this postal policy would, most importantly, permit future management operations 
on a sound financial basis. H. R. 5836 therefore combines an adequate and far- 
sighted statement of postal policy with definite postage rate increases to imple- 
ment that policy. 

Postmaster General Summerfield estimates the fiscal 1958 deficit will be a 
staggering $651 million and that, before long, a billion-dollar-a-year loss is pos- 
sible. In view of the effort he has devoted to improving the service and reducing 
costs, this is most discouraging. 

Obviously, increased rates are essential if we are to reverse this alarming 
and growing deficit. We must relieve the already heavily laden taxpayer of this 
additional and unnecessary burden. 

There is no reason whatever why most mailers should not pay the costs of the 
services they use, with certain exceptions such as the free service to the blind. 
Even the preferred service of first-class mail, still being carried after 25 years 
for just 3 cents, now is losing money. Historically, the first-class letter more than 
paid its way until recent years. 

Raising first-class rates to 4 cents is both practical and logical. Every other 
postal system I know of, either breaks even or makes a profit on the first-class 
letter. Furthermore a 4-cent letter rate would still be one of the world’s greatest 
bargains. 

Higher rates for second- and third-class mail also are eminently fair and 
necessary. 

There is no reason whatever for the Government, which means the American 
taxpayer, to subsidize mailers now. Historically, our Government has granted 
subsidies to industries or groups only during times of development or period of 
depression or other crises. 

This is perfectly fair and logical. But subsidizing large mailers today, in this 
period of high prosperity, is an anomaly. For today, as a magazine or a direct- 
mail advertiser increases his use of the mails for profit, the size of the Depart- 
ment’s losses increase proportionately. I honestly believe that every substantial 
business would be willing to pay the additional postage costs proposed. 

The Coco-Cola companies would be happy to do so, I am sure. We should 
pay our fair share of the load and so should other businesses. 

I hope you will accept my regrets for not being with you personally. Will 
you please extend my greetings to my many friends on the committee. 

Sincerely yours, 
JAMES A. FARLEY. 





STATEMENT OF FoRMER POSTMASTER GENERAL JESSE M. DONALDSON 


Mr. Chairman and members of the committee, at the invitation of your chair- 
man, Hon. Tom Murray, and Postmaster General, Hon. Arthur E. Summerfield, 
I am happy to make this brief statement in support of H. R. 5836 and H. R. 5839, 
bills to readjust postal rates. 

I appeared before this committee in 1949, again in 1951, and again on April 19, 
1956, in support of increased postal rates. The Congress increased rates in 1949 
and again in 1951, but not to the level warranted by increased salaries for postal 
personnel, increased transportation costs and other costs of operating the postal 
service. This committee and the House approved rate increases last year, but 
action was not completed in the Senate. 
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This committee had the most extensive hearings on the subject last year and 
most of the members are familiar with the testimony before the committee during 
the hearings. I had hoped that favorable legislation would be enacted last year 
to spare this committee further work on the subject of increasing postage rates for 
some time. 

The bills under consideration contain provisions much the same as provided in 
the bill last year, with some modifications. Generally speaking, the provisions of 
these bilis are as follows: 

1. First-class mail.—An increase on letter mail from 3 cents to 4 cents per 
ounce, postal and post card from 2 cents to 3 cents, drop letters from 2 cents to 
3 cents, airmail letters from 6 cents to 7 cents, and airmail cards from 4 cents to 
5 cents. 

2. Second-class mail.—Four successive annual increases of 15 percent or a 60- 
percent increase. Publications of a press run of less than 5,000 copies, and 
publications of nonprofitable religious, charitable, fraternal, and educational 
organizations, not included in the increase. 

2. Third class.—Increased from 2 cents to 8 cents, with other provisions. An 
increase of 2 cents a pound for controlled circulation publications. An increase 
of 2 cents a pound on the first pound, and 1 cent on each additional pound for 
books. 

Postage rates are the same today as in 1932 for first-class mail and there has 
been only a small increase, percentagewise, in other classes of mail. The audited 
expenditures of the postal service today is around $3 billion, as against $800 
million in 1932. There will be no decrease in the operating expenses in the years 
ahead, in fact costs will increase, and it is imperative that Congress take prompt 
action to increase the postal rates. 

There are some who argue that the Post Office Department is a service agency, 
and see no need for increased postage rates. They overlook the fact that they 
pay in taxes for money withdrawn from the Treasury to meet deficits. The 
Post Office Department is a service agency, but it is and should be a service for 
hire, for a fee, which was the original intent of the Congress, at the time the 
Department was established, and for many years thereafter. 

Congress has transferred the airline subsidy to the CAB and has authorized 
payment to the Post Office Department for handling of franked and penalty mail. 
They propose to identify and provide payment to the Department for services it 
performs in connection with mail for the blind and the subsidy for religious, 
fraternal, and educational publications. <A realistic postal rate increase, now, 
would make it possible for the Postmaster General to set up books and records on 
a sound basis and permit financial reports to Congress on a sound and under- 
standable basis. 

I have studied the bills and have read the committee print (explanatory matter 
with respect to the recommendations of the Postmaster General) and I see no 
reason for any opposition to the proposed rate increases. I have discussed this 
matter with many persons, on the street, in their homes, and at gatherings, and 
there is little, if any, opposition to the increase in the rates of first-class mail. 
Many wonder why there has not been an increase long ago. Four cents for a 
letter is the biggest bargain in existence. 

The increase on third-class mail is timely. I have never known opposition to 
that proposed increase, except from the mailer. The public, the recipients of 
circular mail, are for the increase 100 percent. 

The increase on second-class mail should not be opposed by any publisher. It 
is a modest increase, considering that second-class mail is second in volume 
handled by the Department, and will still enjoy a substantial subsidy. 

The Postmaster General has presented a good case and furnished supporting 
data to justify the increases proposed in the bills. Having had experience with 
postal deficits. I would like to see favorable action on this rate increase very 
early. 

Mr. Chairman and members of the committee, I would have been happy to 
appear in person before the committee and go into more detail, if it had been 
possible. I appreciate the amount of time that you have given this over the last 
2 years and I wish you success in getting the enactment of favorable legislation 
on the postal rate subject at an early date. 


Mr. Summerrievp. Public endorsement of postal rate increases also 
reflects the strong desire of Americans everywhere to reduce the Fed- 
eral budget in order to permit possible tax reductions in the future. 
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As I stated earlier in my testimony, failure to enact these proposals 
will nullify much of the efforts of Congress to reduce the Federal 
budget for 1958. 

By enacting this bill now, Congress will insure the American tax- 
ayer that heavy postal deficits are a matter of history and that the 
ost Office Department will cease to be such a staggering drain on the 

Federal budget. 

The policy contained under title II of H. R. 5836 incorporates in a 
single statement the financial principles which Congress has always 
applied to the postal operation, and that the enactment of this policy 
statement would permit future postal administrations to operate on a 
sound financial basis. 

There are a number of statements here having to do with a state- 
ment of policy, but I have previously testified before this committee 
on that, so I would just like to submit that for the record and save 
the committee’s time. 

The Cuarmman. That may be submitted as part of the record. 

Mr. SummerrrevD. Thank you, Mr. Chairman. 

(The document referred to is as follows:) 


I should like now to discuss briefly the policy provisions of this bill. Title II 
of the bill is a restatement of the historic rate policies of the Congress. It 
formalizes long recognized ratemaking principles and objectives which are 
clearly reflected in numerous postal rate adjustments enacted by the Congress 
since 1789. This policy statement was formulated by the House Post Office and 
Civil Service Committee after exhaustive hearings and has been twice approved 
by the House. 

On March 21, 1957, I appeared before this subcommittee at the invitation of 
the chairman to state the Department’s views regarding the report of the Citi- 
zens Advisory Council to this committee. At that time I stated that the House 
committee’s proposal for a permanent congressional policy on postal rates, as 
embodied in the bill now under consideration, has more validity, more substance, 
and more objectivity than that of the Council and should be adopted.’ 

The policy section of this bill provides a comprehensive and permanent guide 
to postal ratemaking which conforms in every respect to historic rate concepts. 
To assist the members of this committee to evaluate the far-reaching effect of 
these policy provisions I should like to submit for the record a number of per- 
tinent questions and cite the answers contained in the policy section of the bill. 

1. Question. Is the post office a business or a service? 

Answer. The post office is clearly not a commercial enterprise conducted for 
profit, but it should be operated in a businesslike manner. 

2. Question. What financial goals are established for the Post Office Depart- 
ment? 

Answer. Postal rates shall be adjusted from time to time so that the total 
amount of the revenues shall be approximately equivalent to the total amount 
of the expenses. 

3. Question. Are certain postal services deliberately performed at a calculated 
loss? 

Answer. It is clear that the post office performs some public welfare functions 
in which the public interest outweighs the need for full cost recovery. 

4. Question. Will postal patrons be required to pay for such public welfare 
service of the Post Office Department? 

Answer. No. The sum of such public service items should be assumed directly 
by the Federal Government and should not constitute direct charges in the form 
of rates and fees upon any user or class of users of the mails. 

5. Question. Who shall determine which postal services are for the public 
welfare? 


1 The language of sec. 203 (c) (4) which was introduced as follows: ‘““The postal rates 
shall be adjusted from time to time so that the total amount of the adjusted revenues 
shall be approximately equivalent to the total amount of the expense. * * *’’ was amended 
by the House to substitute the words “more nearly equal to” for the words “approximately 
equivalent to.”” The Department prefers the original language. 
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Answer. The Congress, in establishing preferential rates of postage for cer- 
tain users of the mails or on specific mail matter. 

6. Question. By what means is the Department to be reimbursed for public 
welfare expenditures? 

Answer. The Postmaster General is authorized to withdraw at quarterly or 
other intervals such appropriated funds from the general fund of the Treasury 
as are necessary to reimburse the Department for such expenses and losses of 
revenue. 

7. Question. What share of the total postal costs should be user pay? 

Answer. That share of the total costs not assumed directly by the Federal 
Government as being for public welfare items. 

8. Question. Should mail which receives preferential treatment pay for the 
fair value of the service it receives? 

Answer. The acceptance, transportation, and delivery of first-class mail con- 
stitute a preferred service of the postal establishment and, therefore, the postage 
for first-class mail should be sufficient to cover (A) the entire amount of the 
expenses allocated to first-class mail, and (B) an additional amount representing 
the fair value of all extraordinary and preferential services, facilities, and 
factors relating thereto. 

9. Question. What general principles and standards shall govern future adjust- 
ments in the postal rate structure? 

Answer: 

(a) The promotion of social, cultural intellectual, and commercial inter- 
course among the people of the United States; 

(b) The maintenance of a postal system adequate to the present and future 
needs of this Nation ; 

(c) The effect of postal services and the impact of postal rates on users 
of the mails; 

(ad) The services performed by users of the mails in preparing thir mail- 
ings before presentation to their local post office ; 

(e) The value of various kinds of mail and services; 

(f) The speed of the service rendered to each class of mail; and 

(g) The quality and character of the service rendered in terms of priority, 
secrecy, security, speed of transmission, use of facilities and manpower, and 
other pertinent service factors. 

10. Question. What criterion is to be recognized in determining postal costs? 

Answer. Revenues and expenses shall be determined and ascertained, and 
each allocation and apportionment with respect thereto shall be made, upon the 
basis of the Department’s cost-ascertainment system. 

11. Question. Does the policy statement establish a procedure for realizing 
the financial objectives prescribed therein? 

Answer. Yes. The Postmaster General is directed to submit to the Congress 
not later than April 15 of each alternate fiscal year: 

(a) Information with respect to expenses and revenues pertinent to the 
adjustment of postal rates as provided ; 

(bd) Such other information as is necessary or aS may be required by the 
Congress to carry out its purposes ; and 

(c) Such recommendations as the Postmaster General deems appropriate? 

12. Question. Does Congress retain control of postal policy and postal rates? 

Answer. Congress in this policy statement emphasizes, reaffirms, and restates 
its function under the Constitution of the United States of forming postal policy. 
The statement of policy does not authorize any change, adjustment, or revision 
with respect to any postal rate or fee, except by further action of the Congress or 
as otherwise provided by law. 

A bill has been introduced in the Senate (S. 1033) which identifies the public 
welfare services performed by the Department and authorizes reimbursement 
from the general fund of the Treasury for the losses incurred in those services. 
An identical bill (R. R. 5206) has already been reported by the counterpart 
of this committee in the House. 

These bills and the rate bill now under consideration are consistent with one 
another and with the fiscal policies stipulated in Public Law 137 enacted by the 
82d Congress. Public Law 137, you may recall, states—in essence—that: 

“It is the sense of the Congress that any work, service, publication * * * or 
similar thing of value or utility performed * * * by any Federal agency * * * 
— for any person * * * shall be self-sustaining to the full extent pos- 
sible * * *,” 
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The enactment of title II of the bill before you would reaffirm the sound 
fiscal views of the Congress as expressed in Public Law 137. It would also re- 
state in legislative form policies which—with the exception of the brief period 
since World War IIl—have been continuously adhered to by the Congress for more 
than a hundred and fifty vears. It would put an end to futile and recurring 
controversy over the need for postal rate adjustments. It would enable the Post 

Office Department and the users of the mail to predict the course of rate changes 
and plan accordingly. 

I am confident that when the Members of the Senate understand the historic 
significance of the declaration of postal policy contained in the bill before us 
it will be enthusiastically approved. 

Mr. SummMerrieip. In conclusion, Mr. Chairman, we know that 
nothing in life stands still. Sooner or later we are going to have to 
adjust postal rates to conform with the realities of current cost levels. 
It is unthinkable to allow another year to go by without increasing 
postal rates and in so doing add additional hundreds of millions of 
dollars to the burden of postal losses alre: udy being borne by the tax- 
payer—losses which in the past 12 years alone have reached the fan- 
tastic total of about $514 billion. 

I recognize that the problem before this committee is a complex 
and a technical one. But I am confident that the members of this 
committee as a result of their long experience and the full hearings 
of last year can readily pass on this proposal today. Such action 
would be in the best interests of the millions of individual taxpayers 
who each year have been paying an increasing share of the costs of 
postal services. 

May I in conclusion express my sincere appreciation for the courte- 
sies you have extended to me today. 

After the Deputy Postmaster General has made his presentation 
I shall be most happy to attempt to answer any questions you may 
have. 


The Cuatrtan. We shall proceed in that manner. 


STATEMENT OF DEPUTY POSTMASTER GENERAL MAURICE H. STANS 


Mr. Srans. Mr. Chairman and members of the committee: My 
purpose today is to outline the postage-rate changes proposed by 
H. R. 5836 and to present information supporting those changes. 

Because of the large amount of material to be covered, many of the 
pertinent points I will discuss have been summarized on charts. For 
your ready reference and continuing study each of you has been 
furnished a set of these charts, which you may find it convenient to 
refer to by number as I proceed. 

Before discussing the specific provisions of H. R. 5836, I should 
like to point out that the bill does not affect the present rates on 
certain classes of mail: 

(a) Air parcel post ; 

(6) Second-class publications of religious, educational, scientific, 
philanthropic, agricultural, labor, veterans’ or fraternal organizations 
not organized for profit : 

(c) Religious, educational, or scientific second-class publications 
designed specifically for use in school classrooms or in religious in- 
struction classes; 

(d@) Within-county delivery of second-class publications: 


(e) Pound rates on newspapers with a total circulation of 5,000 
copies or less ; 
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(7) Third-class matter when mailed by religious, educational, and 
certain other nonprofit organizations: except that an increase of $10 
a year in the bulk mailing fee will apply to all permit holders; 

(g) Library books, films, and related materials: and 

(i) Fourth-class parcel post. 

These are not affected by the bill. 

Now, chart 1 shows a comparison of present rates of postage on 
the various classes of mail with those proposed by us in H. R. 5836, 
as introduced, and the additional amounts of revenues which will be 
realized when the proposals are fully effective in the fourth year after 
enactment. 

(Chart 1 is as follows :) 

Rate bill 


H. R. 5836 


; Present 
Mail classification 


rate Additional 
(cents) Rate revenue 
(cents (mill'ons 


of dollars) 


Ist-class mail: 
A. Letters 


J ounces 3.0 4.0 314.7 

BR. Cards each 2.0 3.0 32. 6 

C. Drop letters _- , ounces 2.0 3.0 1,2 
Total 


Domestic air mail: 
A, Letters. —- 


ounces 6.0 7.0 | 17.1 
B. Cards-. ..each 4.0 | 5.0 2 
Total sale Cabs d bb bb eeu | 17.3 
2d-class mail: 
A. Publishers’ outside county: 
(a) Editorial _..... pounds (2 11.2 
(4) Advertising : do (2) 19.8 
B. Minimum per copy . 1/8 1/4 1.0 
C, Transient ist 2 ounces 2.0 2.0 |) 1.0 
additional 2 ounces 1.0 1.5 \f , 
Total..-__- . és OD 33.0 
3d-class 1 rail: 3 
A. Piece 
(a) Circulars, merchandise and miscellaneous 
ist 2 ounces 2.0 3.0 |) 39.7 
additional ounce 1.0 1.5 \f{ wy. é 
(>) Books and catalogs. -.- Ist 2 ounces 2.0 3.0 | 
additional 2 ounces 1.5 ‘ 6 
additional ounce 1.0 { 
B. Bulk 
(a) Circulars, merchandise, and miscellaneous 
pounds. - 14.6 16.0 2.3 
minimum piece 1.5 2. 0-2. 5 75.3 
(b) Books and catalogs. -- pounds 10.0 12.0 3.1 
minimum piece 1.5 2. 0-2. 5 | 4.9 
Odd sizes_- do 3.0 5.0 
D. Annual bulk mailing fee___-.-- per year ($10) ($20 a1 
Total 128.0 
4th-class mail: 
Books Ist pound 8.0 10.0 |) ‘ 
additional pounds 4.0 &o1; <2 
Controlled circulation: 
Not over 8 ounces_- pounds 10.0 12.0 |) in 
Over & ounces. - do 11.0 12.0 if : 
Total additional revenue $527 
Newspapers with circulation of 5,000 or less, are exempted from rate increases as are the mailings of non- 
profit religious, charitable, etc., organizations. 
24 (15 pereent) annual) increases. 
Mailings of nonprofit religious, charitable, etc., organizations are exempted from rate increases. 
4 4th-class revenue gain from rate increases is offset by revenue loss on additional! material eligible for this 


preferential rate which now pay higher charges. 
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The principal changes are these: 

In first-class and airmail: A 1-cent increase in letters and cards. 

In second-class (newspapers and magazines): Four 15 percent 
annual increases in publishers’ pound rates and a one-eighth cent 
increase in the minimum piece rate; also a small adjustment in tran- 
sient rates. 

In third-class (advertising materials and small parcels) : 

An increase of 1 cent on individual piece mailings. 

An increase of 2 cents per pound on bulk mailings. 

An increase now of one-half cent on the minimum piece rate of 
bulk mailings, and an additional one-half cent, effective July 1, 1959. 

A 2-cent increase on each piece of odd-sized matter. 

An increase of 10 dollars per year in the bulk mailing permit fee. 

Books: An increase of 2 cents on the first pound, and 1 cent on 
each additional pound. 

Controlled circulation publications: An increase of 2 cents per 
pound on publications weighing not over 8 ounces, and an increase 
of 1 cent per pound on those weighing more than 8 ounces. 

Two amendments were made on the floor of the House to these 
rate provisions: (1) the two increases of one-half cent each on the 
minimum piece rate of bulk third-class mail, the first on October 1, 
1957, and the second on July 1, 1959, were combined into a single 
increase of 1 cent on October 1, 1957; (2) a provision was inserted, 
with respect to second-class mail, limiting the Department’s “Joss” 
on the mailings of any publisher to $100,000 in any year. The figures 
which I will quote hereafter with respect to the bill will be exclusive 
of the effect of these two amendments. 

The revenue increases in millions of dollars in each fiscal year are 
as follows: 

In 1958 : 360.2, for the 9 months the bill will be effective. 

In 1959 : 469.7; in 1960: 519.6; in 1961 : 527.5. 

There are some differences between this bill and the one on which 
hearings were held by this committee last year, and they are stated 
in the text of my statement, but I do not think it is necessary to read 
them, Mr. Chairman, if they may appear in the record. 

The Cuamman. Without objection, the document containing the 
information will be printed in the record. 

(The document referred to is as follows :) 

First class: An increase of 1 cent on post and postal cards and drop letters 
in this bill; in last year’s bill this mail was not increased. 

Second class: An aggregate increase of 60 percent on publishers’ pound rates 


in this bill instead of increases of 30 percent on reading matter and 120 percent 
on advertising matter last year. 

Third class: Two successive one-half cent increases in minimum piece rates of 
bulk mailings; last year’s bill had only one such increase. 

Books: An increase in this bill of 2 cents on the first pound and 1 cent on each 
additional pound of each mailing. Last year’s bill increased only the first 
pound. 

Controlled circulation: An increase of 2 cents per pound this year against a 
small decrease last year. 
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Before discussing the merits of the individual proposals I should 
like to mention the effect of each of these bills on the postal deficit. 

Last year’s rate bill would have produced $420 million in the first 
year. The present bill would have produced $462 million in fiscal 
1958 if its provisions had been in effect the full fiscal year, reducing 
the budgeted deficit of $686 million to $224 million. Since the rate 
adjustments are now proposed to be made effective October 1, the 
deficit this fiscal year will actually be $326 million if the bill is enacted 
and any increase in present cost levels such as impending railroa 
rate increases would further add to our losses. 


bins FIRST-CLASS MAIL 


First-class mail is the Department’s prime service. The extent of 
preferential service given to letters is usually taken for granted with- 
out proper appreciation of its cost or its value. Letter mail receives 
opeferentitt treatment from the moment of its deposit to the time of 
delivery. 

Letters are sealed against inspection by any one except the sender 
and the recipient. This sanctity is so well established that men do 
not hesitate to entrust their most valued communications to the custody 
of first-class mail. 

Throughout the United States hundreds of thousands of collection 
boxes, in convenient locations, are provided almost exclusively for 
the deposit of first-class mail. The collection of mail from these 
depositories on closely scheduled trips and at critical hours of the day 
is an integral part of the preferential service letter mail receives. 

Fivetoless mail is handled first in post offices, and its dispatch is 
geared to transportation schedules which will expedite its delivery. 

The great. bulk of letter mail—and in large post offices it reaches 
mountainous volume—arrives during the night hours, Thousands of 
employees are used at higher night differential rates of pay to handle 
the volume and speed it on its way. 

This preferential handling of first-class mail is obviously costly 
but it is essential to the kind of service the American people want for 
their letters. 

The 3-cent letter rate has been in effect for 25 years during which 
time—as the Postmaster General has already pointed out—postal-cost 
levels have doubled and vast changes have taken place in our economy. 
I would like to illustrate the incongruity of perpetuating the 3-cent 
letter rate. 

Chart 2 shows that when the 3-cent, letter rate was established in 
1932, there were only about 125 million people serviced by the De- 
partment and total national income was $42 billion. The average 
salary amounted to about $17 a week. 
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JANUARY 1957 
Now, a letter can be addressed to any one of 170 million people. 
National income has increased more than eightfold since 1932 and 
rage levels have hit an unprecedented high. The Consumer Price 
Index—showing what people pay for the basic things they need—has 
doubled. Yet, letter rates have remained fixed during this period 
of rapidly rising costs, income, and the extensions of postal service 
to millions of new families. 

I would like to say for the record that the 1957 figures that are 
quoted there are as of January. There have been some increases since 
that time. 

In the past the contention has been made that the letter rate should 
not be increased because first-class mail is making a profit. I would 
like to set the record straight. First-class mail does not make a profit. 

The vast increases in the costs of operating the Department since 
letter rates were changed has caused a substantial deficit in first-class 
mail. Each letter bearing a 3-cent stamp now adds to our losses. 

In 1956, even when no consideration is given to the cost of providing 
the preferential treatment first-class mail receives, the loss amounted 
to $30 million. If we consider the additional costs of the preferential 
treatment which is accorded to our prime postal service, the revenue 
deficiency in fiscal 1956 is computed by us as $346 million. This is 
almost identical with the increased revenues of $348 million the De- 
partment would receive under the proposed rate adjustments for 
first-class mail. 

Now, Mr. Chairman, these figures come from our cost-ascertainment 
report for 1956. Rather than take the time of this committee to go 
over those figures in detail and review that report, I would like 
permission to insert in the record at this point a short statement and 
a table illustrating and supporting the figures that I have quoted. 
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The CuairMan. That may be done. 
Mr. Srans. Thank you. 
(The information is as follows :) 


Application of cost ascertainment to postal ratemaking 


On previous occasions before this committee the mechanics of the Department’s 
cost-ascertainment system have been fully discussed. Although opponents of 
rate increases still make infrequent attempts to discredit the accuracy and 
reliability of the Department’s cost data, the record is clear that independent 
and recognized experts in the field of accounting, economics, and statistics have 
given their approval to the basic cost-ascertainment concepts used by the De- 
partment and the accuracy of the figures which are developed. 

It is, therefore, not necessary to discuss the detailed operations of our cost- 
ing system. However, for the benefit of anyone who would like to know more 
about it, or for any witnesses who may have doubts as to its workings, I would 
like to incorporate here, by reference, the explanation of the cost-ascertainment 
system which was made before this committee in 1954. 

The important thing about cost ascertainment is that it does not, in itself, 
provide an automatic formula for fixing postal rates. It was not intended to 
do that. But cost figures can serve a useful purpose in the ratemaking process 
if they are used as a starting point for the addition or deduction of other fae- 
tors which are pertinent under ratemaking principles. This is the procedure 
followed before many other regulatory ratemaking bodies, such as the Inter- 
state Commerce Commission. Allocated-cost figures are refined through evalua- 
tion of pertinent ratemaking factors which do not enter the original costing 
system itself. Such computations are of immeasurable value in determining 
the revenue requirements of a class of traffic or type of service and the level 
of rates necessary to attain the desired revenue objective. 

This recognized ratemaking approach was the basis of the computations 
made by the Department last year which were presented to the committee. 
The chart which was used then for purposes of illustration has been revised to 
reflect fiscal 1956 costs and revenues. 

The first column of the table shows the major classes of mail handled by 
the Department. Column 2 indicates the share of the Department's expenditures 
allocated to each of these classes. The third column reflects further costs of 
the postal service, such as retirement contribution, workmen’s compensation, 
unemployment insurance, custodial and other costs which were then being 
paid for us by other Government agencies. These are bona fide costs of 
operating the postal service and should properly be charged against the users 
of the mails. 

Column 4 lists the public-welfare services of the Department. We believe 
that these items should not be paid by the users of the mails. S. 1033, which 
has been referred to this committee, and an identical bill (H. R. 5206), which 
has already been approved by the House committee, provide reimbursement to 
the Department from the general fund of the Treasury for most of this amount. 
The treatment of these items in this column is generally consistent with the 
provisions of the Kelly Act (39 U. 8. C. 793). 

Column 5 adjusts the figures for cost increases resulting from legislation, 
which were not wholly reflected during fiscal 1956. 

In the sixth column, adjustments are made for the service factors which 
are not taken into account in the cost figures. The computations are recom- 
mended current applications of these factors, and follow a formula advanced 
by the Department’s Committee on Cost Allocation in its report of January 
27, 1954. 

The Comumittee’s study revealed that some classes of mail receive definite 
preferences in handling and delivery, are of greater value and significance, and 
receive certain privileges. These are factors which cannot be effectively measured 
by cost-accounting procedures, and, for that reason, the cost-ascertainment sys- 
tem does not attempt to measure them. They are, nevertheless, proper factors 
to be taken into account in rate determination. For example, first-class mail 
receives priority in handling over every other class of mail while in post offices and 
in transit. There are many operations of the postal service geared to first-class 
mail exclusively. The Post Office incurs many extra expenditures because of this 
treatment. Some specific examples are: 
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1. Postal employees work in the evening, receiving a 10-percent night-differ- 
ential pay. There is only one primary reason for working employees in the even- 
ing, and that is to move first-class mail. If it were not necessary to expedite first- 
class mail, post offices could be operated on an 8-hour day, following the practice 
of industry. Employees working the night shift give their first attention to first- 
class mail, but, once that has been handled, they also work second- and third- 
class matter. Under costing procedures, this results in a portion of the night- 
shift differential being charged against second- and third-class services. Bat, if it 
were not for the fact that night shifts are necessary to handle first-class mail, 
there would be no necessity of expending an additional $35 million anmually, 
the amount of night-differential pay involved. 

2. In business areas of cities, mail is both collected and delivered. Second and 
third delivery trips are also extended to business offices every day. The only 
purpose of the second and third delivery trips is to expedite delivery of first-class 
letters, but letter carriers also take along second- and third-class mail that is 
ready for distribution. In the cost-ascertainment system, the cost of these 
delivery trips is allocated on the basis of the classes of mail handled. However, 
the second and third delivery trips would not be necessary at all if it were not 
for the need of expediting letter mail. The Post Office Department spends approxi- 
mately $52 million annually to provide collection service and second and third 
delivery trips. This expense could be avoided almost entirely if it were not for 
first-class matter. 

8. The Post Office Department has railway post office cars and highway post 
offices to distribute mail en route. These services cost approximately $86 million 
a year. These transportation units are set up solely for the purpose of expedit- 
ing the delivery of first-class mail. However, some part of the cost of these 
services is allocated to second- and third-class mail, because this type of matter 
is handled to fill in the available space and provide the postal employees with a 
full workload. 

4. Overtime involves many millions of hours throughout the year, a large por- 
tion of it during Christmastime. If it were not for the fact that first-class mail 
had to be expedited, there would be no need for spending the additional money 
needed for overtime labor. In the cost-ascertainment system, a portion of these 
overtime costs is allocated to second- and third-class mail, because such matter 
is handled to keep the employees fully occupied. But from a ratemaking view- 
point, these costs are realy incurred to give preferential treatment to first-class 
matter. 

5. The Department's vehicle service, star-route service, and mail-messenger 
service are all set up to provide frequency of delivery, at extra cost, in order to 
get first-class mail delivered more often than would be necessary if the Depart- 
ment handled only second- and third-class matter. Yet these services handle all 
types of mail, and costs are apportioned to each mail class.’ The cost of these 
delivery services is approximately $31 million a year. 

The costs of the above services, along with others that could be cited are 
charged over all of the classes of mail on a use basis. If the mail service were 
not geared to the expedited movement of first-class communications, these costs 
would not be incurred at all. It is only fair to relieve the other classes of mail 
of such costs, and to charge them wholly to first-class mail for ratemaking pur- 
poses. That is what our procedure of allocating costs is intended to accomplish, 
as shown in column 6 of the chart. 

This procedure is in no way novel. The Interstate Commerce Commission, 
for example, regularly employs accounting figures as a starting point, and then 
makes adjustments for service and value factors in fixing transportation rates. 

Column 7 of the table shows the cost of each class of mail, adjusted to re- 
flect these service factors. These costs represent the revenue requirements, for 
ratemaking purposes; for each class of mail. Deducting from these figures the 
actual revenue as listed in column 8 leaves the revenue deficiency indicated in 
eolumn 9. These are the amounts of revenue which, under this computation, 
should be supplied by current rate increases. 

It should be recognized that the soundness and the validity of the Depart- 
ment’s rate proposals do not depend wholly upon the acceptance of this particu- 
lar cost-accounting approach. But it does serve to support the rate proposals, as 
do other data that are available pertaining to the cost-revenue relationships of 
the various classes of mail. 

The following table shows the ratio of revenues to expenditures of first-, 
second-, and third-class mail from 1926 to 1956. There is also shown the expense 
eoverage if H. R. 5836, as reported by the House Committee, is passed. 
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Ratio of revenues to expenditures * 1st-, 2d-, and 3d-class mail, 1926-56 
































Expense coverage | Expense coverage 
(percent) (percent) 
ist 2d 3d Ist 2d 3d 
class | class | class || | class | class | class 
'| i 
Ch eh ds alas pa whe 
1926_____- ; SSC D SS CN! O78 1 SOUP ne? ete lecde sau ehowee | 126.4 | 19.7} 56.2 
1927...,.- ~niu-usevddas----| 19L7 1-044) 04.1 i 1OAB, -..---.------------4-++-+-} 180.0 |/ 20,2], 56.4 
1928 gatas ~9- 4-5 Se Lee 91.3 } Pei nsccneee was---o0-] 112.9 19.0 51.3 
1950.2] amo | BB | Fe | Nec] as | ee] Bs 
1931... ----se---e--| 121.0] 220} 71.4 | 19522. eieeceeeeec enone nee ne] 1056/4 116.0 1946. 2 
a ar 4 dodk«~o~) LE eee 63.7 || 1953_.....--  pnomeets | 108.8 | 18.3 = 0 
1933__. 4 --| 146.1 | 18.4 0 Fe ct nin cnicccnmnah 105.9 | 19.7 2. 1 
1934. __. > --| 158.1 | 21.5 74.4 ] RE Se ae .--| 105.4 | 21.0 59.9 
1935 .| 150.1 | 18.9 72.2 || Average 1926 through 1941_ 140.5 | 22.9 77.1 
ae ...--| 144.2 | 19.4] 78.2 || 1956: Allocated postal costs, 
1937 pacecunt Ses | 151.1] 21.5] 78.1 } plus current pay increases 
CSE a ee 5 ee | 150.2 | 21.5) 75.3 and costs paid by other | 
Be dickettihtednes-eunber dares 152.0 | 21.5 | 74.6 Government departments...| 96.8 | 19.5} 52.3 
nas Uh on ade 54 bab aeen< 154.4 | 22.6) 74.1 If H. R. 5836 is passed: Allo- 
90832....6 ~.--.----+---------| 155.2 | 23.6] 78.8 || cated postal costs, plus pay 
Bh tak. Lees 2-2 eo dan 156.6 | 23.8 | 75.6 || inereases, and costs paid by 
Sina denmies . _.------| 146.1 | 21.4] 71.4 || other Government depart- | 
1945__- adnan Ose | 164.7 | 20.1 wae MOIR. .Ww. wc 130.1 | 29.2 | 77.7 
ee eee 61. 5 |) 








1 Without regard to reallocation of cost to recognize differential in service or value of mails. 


The table clearly indicates that the present expense coverage is below the 
1926-41 average and that the postal rate adjustments proposed in H. R. 5836 can 
be justified on the basis of these historical relationships. 


Summary of allocations of revenues and cost to classes of mail and services with 
computations necessary to reflect factors not carried in Post Office Department 
accounts, fiscal year 1956 












































{In millions of dollars] 
bore ) —— 
Nonbudgetary cost or } 
revenue additions Esti- | 
mated | Adjusted | 
Allocated | | realloca- | cost for | Total | Defi- 
Class of service budgetary|Cost paid| Public | | tion of | revenue | reve- | ciency 
| expendi- | by other | service \Increased' cost for | require- | nues | in rev- 
| tures Govern- | revenue | cost not ‘intangible| ments | enues ! 
| ment or cost | wholly factors | | 
| agencies | factors | reflected | 
| (credit) | | | 
) | @ (3) » | ® | © | @ | ® | ® 
ae = i 2 | - : 
1st-class mail. _._.___._-- | 978.0 Sis 98 | +3163 1,359.9 |1,013.7| 346.2 
Domestic airmail... .- a 127. 5 & Sibi) cliilk 8| +324 165.5 | 150.9 14.6 
2d-class mail__.__-.....-. | 318. 4 17.1 3.1 | 2.7 — 167.6 167.6 65.9 101, 7 
Controlled circulation - -_! yA eiersins cara , a —2.0 | 6.1 | 5.7 .4 
3d-class mai]. ......-....- | 471.9 | 28. 9 6.0 4.7) 124.9) 374.6 | 266.0) 108.6 
Subtotal_._...____- | 1,903.5} 107.0 9.1 18.1) +54.2| 2,073.7 [1,502.2] 571.5 
4th-class mail_......__- -| 607.9 29. 6 15.0 WP Unssese | 626. 2 592.8 33. 4 
International mail_______| 81.0 2.6 1.1 .4 |---------- 82.9 85. 5 (2. 6) 
Government mail_---.___| 36.0 | 1.9 2.8 4 ae 35. 5 34. 5 1.0 
Special services... .._..-. | 264.8 Sts s..i.. 2 2.9| —57.9| 224.9 2.9 ....... 
All other services__-___- 19.7 | 1.0 M.S Lose . +3. 7 | 9.1] ae et 
,  S A | 2,912.9 157.2 | 43.3 | 25.5 |.......-.-| 3,052.8 |2, 449. 0 | | 603.3 
\ | | 


1 Does not include any amounts for Department’s modernization program, possible railroad rate in- 
creases, or depreciation of public buildings used in the postal service. 


Mr. Srans. First-class mail is not bearing its fair share of the bur- 
den of increased cost. Letter mail revenues which in 1946 covered 
41 percent of total postal costs now cover only about 32 percent. Even 
if this bill is enacted, letter mail will still not have faced the same 
proportion of increase in rates that second- and third-class mail have 
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met in the last 25 years. Second-class mail, for example, will have 
increased 63 percent over the level of 25 years ago, and third-class 
rates will have increased 104 percent as compared with an increase of 
only 33 percent for letter mail. 

Chart 3 shows that a letter-rate increase would not be burdensome 
for the American family. Seventy-five percent of the additional reve- 
nues from a letter-rate increase would come from business. It is com- 
mercial firms that account for three-quarters of our letter-mail volume. 
The cost to the average American family would be about 4 cents a 
week—on a per capita basis less than a penny a week. 


PAYING FOR THE LETTER RATE INCREASE 
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Chart 4 shows that if we fail to increase letter rates the postal deficit 
will continue to be borne, for the most part, by those who pay Federal 
income taxes. Currently, individuals play approximately 60 percent 
of all income taxes and corporations only 40 percent. In other words, 
excessively low letter rates maintained by taxes work to the disadvan- 
tage of the individual American taxpayer. 
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MEETING THE COST OF POSTAL SERVICE 


First Class Mail 
BY POSTAL RATES 
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Failure to increase the first-class letter rate would also serve to 
defeat most of the other rate proposals in the bill. The reason for 
this is that certain relationships must be maintained within the rate 
structure. The present 3-cent letter rate imposes a virtual restriction 
on the rate adjustments that can be made for other categories of mail. 
Thus, the failure to increase letter rates would reduce the anticipated 
revenues from the bill by not only $314.7 million from the letter-rate 
increase itself but also by an additional $112 million from other rate 
adjustments that could no longer consistently be made—on post cards 
and third-class mail, for example. In effect, the bill would become a 
hollow shell. 

Post and postal cards are a part of first-class mail, and receive the 
same expeditious handling as letters. Cards cost the Department 
almost as much to handle as letters, and the present 2-cent rate falls 
about $30 million short of covering allocated expenditures—a loss of 
about 1 cent on each card. 

The major volume of cards originates with business. Banks, insur- 
ance companies, public utilities, manufacturers, and marketing firms 
make extensive use of postal cards for billings, notifications of ship- 
ment, gathering market data, and other similar business purposes. 


BY TAXATION 
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If the rate on first-class cards is not increased in this bill with other 
rates, the service could be swamped with commercial advertising seek- 
ing to avoid the higher third-class rates. Commercial firms would 
find it to their definite advantage to use cards for advertising purposes 
rather than third-class circulars. As volume shifted from third-class 
mail to a money-losing first-class service, increased losses would be 
inevitable and letter mails would be delayed. 

It also seems desirable to maintain the existing rate relationship 
between letters and cards. At present, a 1-cent differential exists to 
reflect the primary distinction between letters and cards which is 
the element of “secrecy” in correspondence. The Department con- 
siders the 1-cent differential to be reasonable and recommends that 
it be retained. 

Drop letters are a relatively small porpan of first-class mail. These 
are the letters deposited in a post office without carrier service, to be 
called for by patrons of that office. 

Historically, drop letters and post and postal cards have always 
been charged the same rate of postage. The rates for both of these 
services have failed to keep pace with recent increases in postal costs. 
For this reason we propose that the adjustment in the card rate be 
accompanied by a similar increase for drop letters. 

Next is airmail. Section 103 of the bill provides for a 1-cent in- 
crease for airmail letters and a similar increase for air post and postal 
cards. These adjustments will retain the present differentials that 
now exist between airmail and regular first-class mail. We think 
these differentials are proper ones to reflect the additional costs and 
the extraordinary service given to this expedited mail. 

There is some misconception that the only difference between air 
and ordinary letters is the type of transportation used. Airmail in- 
volves much more than exes. carrying mail by air carriers. Fre- 
quent and separate dispatches of airmail are made between post offices 
and air terminals. The Department recognizes that the benefits of air 
flight can be largely nullified through delays in processing and han- 
dling on the ground. Consequently, every means at our disposal is 
used to expedite airmail through post offices, which adds further value 
to a service which guarantees the most rapid transportation between 
post offices. 

Airmail is the Department’s fastest growing service—a fact that 
speaks for itself in terms of the public’s desire for fast postal service 
and their willingness to pay for it. In the last fiscal year it is up 6 or 
7 percent above the preceding year. 

Now we come to second-class mail, a classification whose rates of 
postage are so low that substantial increases are clearly warranted. 

Second-class postal rates are 3 percent higher than they were in 
1932. This is a net result of reductions in 1934 offset by a 30-percent 
increase enacted in 1951. Since the fairness of this comparison was 
challenged in last year’s hearings, we have prepared a chart to dem- 
onstrate that the advertising portion of second-class matter today 
actually pays less than rates enacted 40 years ago. 

Chart 5 shows present zone rates on the advertising portion of 
newspapers and magazines compared with those initially authorized 
by Congress in the act of October 3, 1917, when zone rates were 
introduced. 
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The great volume of second-class mail originates with publishers 
in business to make money by attempting to provide the American 
people with a product they want. In this respect the publishing 
industry is no different than other segments of our economy. Do 
they not have both weak and strong members? Do they not have 
some who go out of business because of inept management or because 
they have failed to offer a product which meets the desires of our 
people? Have not these same publishing firms had to pay higher 
costs for wages, newsprint, and other supplies in recent years? Then 
why should it be expected that the postage paid to the Government 
for mail services remains virtually unchanged from a level fixed 40 
years ago? 

In the course of these hearings you will undoubtedly see numerous 
tears shed for the recent demise of several well-known publications. 
I urge the committee to be skeptical of any connection between those 
events and existing or prospective postal rates or of any contention 
that this is evidence of distress in the publishing industry generally. 
The trade magazines have had many recent articles which make it 
clear that informed persons understand that the cessation of these 
publications was due entirely to internal causes. 

The fact is that in recent years magazines and newspapers have 
experienced unprecedented levels of business. In 1956 a new high 
was set in national advertising volume—continuing a postwar trend. 
Magazines and newspapers shared in these gains with each reaching 
new levels in advertising revenue. 

Chart 6 shows that in 1956 magazine advertising revenues climbed 
to a record $782 million. This is a 7-percent increase over the pre- 
ceding year, and an 83-percent increase for the postwar period. 
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Chart 7 shows that newspapers, too, experienced another record 
year in 1956. Advertising revenues increased more than 6 percent 
over 1955 for a total gain of 186 percent in the postwar years. 
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Reports in the trade press predict, another peor baling year 
in 1957 for both newspapers and magazines. In fact, some publishers 
are currently boasting of having attained profits unprecedented in 
the publishing industry. 

Circulation, too, has set new highs in recent years for both news- 
papers and magazines. These records were accomplished in spite 
of higher subscription rates and newsstand price increases ranging 
as high as 300 percent since the 1930’s. 

Statistics disprove that these increases in selling prices have been 
a deterrent to circulation. Beyond a doubt people have indicated a 
willingness to pay a price sufficient to cover all costs of a publication 
they want—including fair postal costs. 

Now, while advertising and circulation revenues of publications 
were increasing so dramatically during the last few years, how did 
the Post Office Sacatievnk fare for delivering them ? 

Chart 8 shows that the spread between revenues and the costs of 
providing second-class service reached an unprecedented level. As the 
chart indicates, from 1932 to 1942, the spread remained fairly stable 
and in the aggregate amounted to $966 million. From 1946 through 
1956, as circulation of newspapers and magazines through the mails 
reached new highs, the spread between costs and revenues more than 


doubled. 
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Chart 9 shows that during this same 25-year period average costs 
per piece increased until a new high of more 14 cents was reached 
in 1956. ‘The increase in average revenue per piece has lagged far 
behind unit costs as shown on the chart. In the last fiscal year aver- 
age revenue per piece of second-class mail was less than 1 cent. 
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PUBLISHERS SECOND CLASS MAIL 


AVERAGE REVENUE and COST PER PIECE - FISCAL YEARS 1932-1956 
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Chart 10 shows that in fiscal 1956, total costs of handling second-class 
mail amounted to $318.4 million ‘as compared to revenues of $65.9 
million. The costs of providing city-carrier service alone exceeded 
the total second-class revenues by more than $13 million. In fact, 
revenues were barely sufficient to meet the costs of transporting the 
tons of publications handled by the Department each year. 
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The situation has not improved in recent years. Since 1950, cost 
increases on second-class mail amounted to over $75 million. The 
revenues raised by the 1951 increases amounted to only $13.4 million. 

Opponents of second-class rate increases sometimes allege that large 
second-class deficits mainly result from the subsidies granted to so- 
called exempt publications. These include publications of certain 
nonprofit organizations, those for specific use in school classrooms or 
in religious instruction, and those which are delivered free within the 
county of publication. 

Chart 11 shows that if the revenues and costs allocated to all of these 
categories are fully excluded, however, there still remains a differential 
between allocated costs and revenues of $183 million on publications 
produced for profit. The right-hand column of the chart also shows 
the rate concession to the exempt publications. In other words, the 
Department would have received only $3.1 million in additional rev- 
enues if these publications had paid regular rates of postage. 

(Chart 11 is as follows :) 


Revenues and costs of regular and preferential 2d-class mail, fiscal 1956 





[Millions of dollars) 
| 

Revenues | Allocated | Excessof | Rate ad- 

costs ! costs vantage ? 
ne? DE-GRER INRIIEE 6 og in 5 ca ca iincnccnccencccucuce | $56. 4 | $239. 4 | ee 
Preferential 2d-class matter_-.__...........--.--.------- 5.6 | 75.1 | 69. 5 $3.1 
Transient 2d-class matter... ..............-.-.-...------ | 3.0 3.9 10 eS oe 
NTN scr cebnncinantnninandnecsapinibens PEs denen nical WOiee oc cdales 
TE MUON ninneinwdcin saathinnsaidaiiiaaenin nal 65.9 318. 4 252. 5 3.1 











1 Not adjusted to current salary levels and does not include postal costs paid by other Government 
departments. 
2 Additional revenue at regular postage rates. 


That the Department’s proposals on second-class mail are fair and 
equitable can be sappoliat by all the facts presented. Second-class 
rates are too low; the adjustments will at least aid the Department in 
reducing losses and, at the same time, they should produce no significant 
hardship on the publishing industry. 

As to contrelied circulation, section 105 would establish a uniform 
rate for all controlled circulation publications. At present such matter 
weighing 8 ounces or less pays a flat rate of 10 cents a pound, while 
matter weighing more than 8 ounces pays 11 cents a pound. Under 
the bill a uniform 12-cents-a-pound rate is established regardless of 
the weight of individual copies. The bill also returns to Congress 
rate authority on controlled circulation matter weighing more than 8 
ounces, which is now vested in the Postmaster General. This would 
eliminate the dual authority that now exists and permit the 
maintenance of a uniform rate in the future. 

In fiscal 1956, allocated expenditures of controlled circulation pub- 
lications amounted to $7.7 million, while revenues were $5.7 million. 
The proposed rate increase would provide additional revenue of 
$700,000, which would bring revenues up to 83 percent of cost. 

Now, third-class mail—the rate changes recommended for third- 
class mail are covered by section 106 of the bill. This class of mail 
consists primarily of advertising circulars, miscellaneous printed mat- 
ter, and merchandise weighing 8 ounces or less. 
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Chart 12; it was never the sense of Congress, as far as we can ascer- 
tain, that commercial advertising matter should be carried in the 
mails with heavy expense to the general taxpayer. In 1926, when the 
cost-ascertainment srouvams was inaugurated, third-class mail was 
paying 98 percent o 


its cost. Currently, it is paying only 56 percent. 
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Chart 13 compares allocated costs on third class and revenues for 
fiscal 1956. As can be seen, costs amounted to approximately $472 
million while revenues were only $266 million. The resulting differ- 
ence of $206 million is the highest in the history of the Department. 
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, Chart 14 shows the widening spread between allocated costs and 

~ revenues in recent years. In the 1l-year period from 1932 to 1942, 
the spread amounted to $260 million or about $24 million annually. 
In the last 11 years, by spr pa costs exceeded revenues by $1.5 
billion for an average of $136 million a yea1 
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Chart 15; the increasing spread between costs and revenues can 
also be seen by comparing average piece costs and average piece 
revenues in the last 25 years. The widening gap between unit costs and 
revenues, accompanied by constantly increasing volume, has led to 
record losses in this class of mail. 
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Chart 16, now; some may contend that large third-class losses 
are mainly due to the costs of handling matter mailed by “exempt” 


qegeeenetions which enjoy preferential rates of postage. This is 
definitely not the case. 


(Chart 16 is as follows:) 


Revenues and costs of regular and preferential 3d-class mail, fiscal 1956 
{Millions of dollars] 














| 
Allocated Excess of | Rate ad- 
expendi- | Revenues costs vantage 2 
tures ! 
! 
Regular third-class matter............................. $435. 4 $253. 6 | $181.8 soaitilessngidl esis ens 
Preferential third-class matter__.....-__._-.......------ 36. 5 | 12. 4 | 24.1 $6.0 
NO i er 471.9 | 266.0 | 205.9 | 6.0 


1 Not adjusted to current salary levels and does not include postal costs paid by other Government depart- 
ments. 
2 Additional revenue at regular postage rates. 


Of the excess of costs of about $206 million in third-class mail in 
1956, approximately $24 million was the result of handling the mail- 
ings of nonprofit organizations. The balance of about $182 million 
was directly incurred in handling regular third-class mail. 
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And, incidentally, the total revenue loss to the Department resulting 
from preferential rates is also shown. If matter now mailed under 
these rates had paid regular third-class postage, revenues would have 
been increased by only $6 million. The facts are clear. It is largely 
the commercial advertisements of profit-motivated firms which are 
responsible for the losses in third-class mail. 

n the past, members of the direct mail industry have opposed pro- 
posals to increase third-class rates. But from the volume of cor- 
respondence received by the Post Office Department—and I’m sure 
also by Members of Congress—the American people do not want their 
tax dollars spent for the unsolicited commercial advertising they are 
receiving in ever-increasing amounts. 

The Department is fully cognizant of the role played by direct mail 
advertising in the American economy. But we do not believe it is an 
obligation of the Government to subsidize the distribution of direct 
mail solicitations. Every fairminded direct mail advertiser under- 
stands the indispensable value of postal service to his operations, He 
recognizes that his other costs of doing business have increased in the 
last few years. How then can there be valid objection to a fair postal 
rate adjustment to offset recent increases in the costs of the Depart- 
ment from handling the tons of advertising carried each year? 

The direct mail advertising industry, too, has made phenomenal 
gains since the end of World War II. The dollar volume of direct 
mail advertising has grown 319 percent in 10 years. Each year this 
booming industry breaks new records. Each year American homes 
receive increasing quantities of direct mail advertising. Each year 
the volume of such mail handled by the Post Office Department in- 
creases by about three-quarters of a billion pieces, and each year the 
loss on third-class mail goes up. 


DIRECT MAIL PACES TOTAL ADVERTISING 


( IN POSTWAR PERIOD ) 


TOTAL ADVERTISING 


DOLLAR VOLUME 


1946 $3,364 2 Million 
1956 9,962.0 Million 


DOLLAR VOLUME 


1946 $ 334.4 Million 
1956. 1,400.0 Million 
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Fourth-class books: Section 107, adjusting rates of postage on books, 
will produce no net gain in revenues. This section permits materials 
which now pay higher rates of postage to move at the lower book or 
library rates. The additional revenues resulting from an increase of 
2 cents on the first pound and 1 cent on each additional pound of books 
will approximately offset the revenue loss from the extension of this 
rate to additional materials. 

Tf these rates are enacted, the loss on books will still be more than 
$13 million a year. All other fourth-class mail is required by law to 
pay its way. In fiscal 1956 it did so. 

Now there are a few technical provisions in the bill which are never- 
theless extremely important. 

Section 108 provides that 82 percent of the receipts of each office 
be taken into consideration in determining class of post office and 
the compensation of postmasters and employees. This provision may 
not operate to decrease the compensation or allowances in effect on the 
effective date of this bill. 

Failure to adopt this provision would result in windfall compensa- 
tion to. some postal employees whose wages or allowances are based 
wholly or in part on annual receipts of a post office, since, of course, 
their workload is not affected by increases in postal rates. 

Section 109 of the bill provides that the contribution of the Post 
Office Department to the civil service retirement fund shall be included 
as cost for ratemaking purposes. 

Retirement costs are an integral part of the total cost of operating 
the postal service and, as such, should be considered in setting rates of 
postage. A provision of the 1957 amendment to the Retirement Act 
prohibits consideration of such costs for rate purposes. The Depart- 
ment considers it unsound and illogical financial practice to pay out 
many millions of dollars of postal funds annually without recognizing 
them as part of the costs that should be paid by mail users. They 
should be met in the same way as all other bona fide costs of the services 
rendered to private users of the mails; namely, by means of adequate 
rates of postage. 

Section 110 gives discretionary authority to the Postmaster General 
to permit parcel-post revenues to deviate as much as 1 percent from 
costs. 

The original legislation creating a parcel-post service specified, 
among other things, that revenues should be adequate to pay the full 
costs. In order to insure compliance, legislation was enacted in 1950 
which required the Postmaster General to certify that revenues were 
adequate to cover costs, or that an application had been filed with the 
Interstate Commerce Commission to increase rates to the extent of the 
loss, before funds appropriated to the Department could be withdrawn 
from the Treasury. 

We do not believe it practical for the Postmaster General to seek 
changes in parcel-post rates whenever revenues of the service do not 
match costs to the lastdollar. The amendment in the billwould permit 
a small leeway between costs and revenues, but would not permit the 
costs of the service to be significantly greater than the revenues. 

I would Tike to thank you for your considered attention to this 
somewhat complicated testimony. 
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I am prepared to go into more detail on any of the points covered 
and answer any questions you may have. 

The Carman, Are there any questions ? 

Senator Carlson is reco; isee 

Senator Cartson, Gentlemen, I would like to ask 2 or 3 questions. 

First I want to say I think it is.a very full presentation. You have 
given the type you usually give us when you come up. 

I noticed that if this legislation is approved that it will increase the 
revenues of the Post Office Department about five-hundred-and-some- 
million dollars, $526 million I believe in 1960 or 1961. 

Mr. StuMMERFIELD. That’s correct, about $460 million the first full 

ear. 
¥ Senator Carison. I would like to ask this question: You state that 
80 percent of this represents the cost of postal service to business? 

Mr. StuMMERFIELD. Correct. 

Senator Cartson. Now, under our present setup, these revenues 
collected by the Post Office Department go into the United States 
Treasury. 

Mr. SUMMERFIELD. Correct. 

Senator Cartson. Now, a corporation doing business in the 52 per- 
cent bracket would, of course, get a reduction for additional postage 
cards. And taking $526 million, 80 percent of the business—just for 
easy figuring, take $500 million, 80 percent would be $400 million, a 
corporation; or if they were all on that basis, which I understand they 
are not, it would actually cost the Federal Government $200 million 
in taxes. Isthat correct? 

Mr. SumMeErrFie.tp. That would be true if they were all corporations, 
but of course the largest percentage of the businesses are not 
corporations. 

Senator Cartson. That’s true, but they pay on an individual income- 
tax basis? 

Mr. SummerrievpD. That’s correct. 

Senator Cartson. And many of them, some of them say they are 
higher than 52 percent. That is one of the problems. I wondered 
if the Department had given any thought to how much the Federal 
Government will lose in revenue by tax deductions from this $526 
million assuming that we retain the present tax rate. 

Mr, Summerrievp. Well, I couldn’t give you a figure as to that, but 
of course—— 

Senator Nerupercer. Would you speak louder, please, General 
Summerfield ? 

Mr. SuMMERFIELD. I am sorry. 

You will note we had one chart a few minutes ago that divided the 
chart up to show after all 60 percent of the income taxes paid by the 
people in this country are paid by individuals and only 40 percent by 
corporations, so any increase or failure to increase makes the indi- 
vidual taxpayers responsible for absorbing this loss to that extent, 
I think automatically these people who are in business would increase 
their rates or prices to absorb this additional cost. 

Senator Cartson. Well, assuming now we take a corporation that’s 
postage rates would be increased $500,000 as a result of this, just to 
get right down to cases, they are in the 52-percent bracket, they then 
would actually not pay but about $200,000 additional—$300,000 addi- 
tional revenue ; $200,000 would be deductible from their tax rate. 
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Mr. Summerrreip. Assuming there would be no other changes in 
their pricing, that would be assumed to be true. 

Restart panene, That is not all net gain. 

Mr. Summerrtevp. That’s not wholly correct, sir. For example, I 
have a little chart I fixed up here I thought might be of interest to 
you gentlemen. It shows magazine advertising rates and sales price 
increases in the past year. I think you will find it of considerable 
interest to show how higher costs can be absorbed without necessarily 
affecting profits or taxes. 

Senator Caritson. Then I want to ask 1 or 2 other questions here. 

Mr. SummerrieLp. My purpose, Senator Carlson, in giving these 
figures to you is so you can quickly see that the concern that some of 
the members have expressed about inability of some of the publishing 
organizations to carry on successfully if we had an increase in postal 
rates is pretty well dispelled by experience here as indicated by this 
chart I have just handed you. 

Senator Cartson. Well, I am not going into detail on that. I notice 
some of these that you have listed here I have no doubt can take care 
of themselves. I am more concerned about some of the folks who have 
little problems, and there are some folks who have little problems on 
this, and may not be on this list you have given here today. 

Mr. SummerrietpD. May I add something on that point? It may 
seem strange but many of the smaller publishers in the country who 
can probably least afford to pay for an increase in postage rates have 
either testified for the bill or expressed perfect willingness to absorb 
their share of it, because they consider it their responsibility to do so. 

Senator Carson. I will say, gentlemen, there isn’t anybody—I don’t 
think there is anybody who thinks we don’t really need it; I don’t 
think there is Mayhbdy who doesn’t realize they need it. The burden is 
so placed that it will not be a hardship, at least too much of a hardship 
on i people who can least afford to take it. That’s my concern 
with it. 

The second question I want to get into, I do it because I have the 
record here of the House of Representatives the day they passed this 
postage rate bill which is now in our committee, and I notice that 
ns a little encouragement, they would have abolished third-class 
mail. 

Now, in the first place, I think we’ve got to explore that. If that’s 
a sentiment of the people in the country, we ought to know a few 
things, in my opinion, first its effect on the Department and, second, 
the effect on the economy. 

Assuming we eliminate third-class mail, first how much revenue do 
you get from third-class mail ? 

Mr. Summerrievp. I would like to say at the outset the Depart- 
ment is not in favor of eliminating third-class mail. 

Senator Cartson. I am sure you are not. 

Mr. Summerrievp. We think it makes substantial contribution to 
the ener economy of the country and should be maintained. 

The Cramman. I think you agree that you use third-class mail to 
take up your slack time for your people. You wouldn’t do away with 
your force if third class were eliminated, would you? 

Mr. Summerrievp, I think that’s partly correct. Some of the mail 
going third class would probably be going first class. 
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Senator Cartson. I think we want to make a record here today 
showing just what will happen. I am not in favor of it. 

Mr. SuMMERFIELD. The present revenue is $266 million a year. 

Senator Cartson. All right. First thing that happened in the De- 
partment today, $266 million would be lost unless they reverted to 
some other type of mailing ? 

Mr. Summerrievp. That’s true. 

Senator Cartson. I believe you stated to the chairman, already 
in your mind it would reduce the expenditure in the Department that 
much if you attempted to eliminate it ? 

Mr. Summerrietp. I haven’t calculated it myself but Mr. Stans 
thinks it will reduce the expenditures approximately that same 
amount. 

Senator Cartson. In other words, if we eliminated it, we would be 
eliminating that much expenditures in the mail. 

Mr. Srans. Pretty much, Senator. It is pretty hard to calculate 
on the situation that will prevail when something is taken away, 
but within a relatively small range, that would be the conclusion. 

Mr. Brawiry. On what premise do you base that ? 

Mr. Srans. Well, on the fact that by and large our studies show 
that approximately 50 percent, and again I am speaking very roughly, 
of our expenditures are fixed, and about 50 percent are variable. On 
that basis we would reduce our expense load approximately to the 
same extent as the revenues would go down. 

The Cuatrrman. In what way? How many post offices would you 
close? How many rooms would you cut? How much light would you 
cut off? And how many people would you cut off? These are the 
questions I would like answered. 

Mr. Stans. The expense economies would be primarily in transpor- 
tation, which of course is based on volume, and in the clerical han- 
dling and sorting and distributing of the mail. The delivery processes 
might ultimately be simplified but that would be a matter that would 
take a considerable period of time to adjust. 

Senator Cartson. Now I noticed when we had this difficulty in 
regard to transportation, all mails, as a result of a reduced appro- 
priation that you embargoed third-class mail. Now, did you get any 
experience from that short period of time as to how much you saved 
or could save? 

Mr. Srans. No; you see, the embargo never went into effect on 
third-class mail. 

Senator Cartson. It did not go into effect ? 

Mr. Stans. That’s right. 

Senator Cartson. Then I want to ask you this question, has the 
Department ever made any estimate of the economic benefits to the 
Nation based on use of third-class mail? 

Mr. Stans. It has not made any specific estimates. It is aware 
of the findings of the advisory council to this committee, in 1954, 
and I am sure it concedes that third-class mail is of substantial value 
to the economy. 

Senator Cartson. Are you familiar with the study made by the 
Department of Commerce in regard to the economic effect of third-class 
mail ? 
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Mr. Srans. I know there is such a study but I am not familiar 
with it. 

Mr. SumMeErFIELD. I am not familiar with it. 

Senator Carison. I bring it up because as I read this record, I 
think it is one of the pr oblems we should look into while we are in 
hearing because if there is a feeling in the country this mail should 
be discontinued or we ought to find out the full effect both from the 
Department standpoint and the economic effect, I think it is important. 

Mr. Summerrienp. I think what the public is interested in is the 
amount of third-class mail. It is becoming generally well known by 
the public taxpayer that it is being handled at “substantial loss to them; 
they themselves are having to pay for it. It is our contention any 
increase in rates will have a tendency to level off and to restrict to a 
degree the excessive use of it. 

In my own business prior to my coming here to Washington, I 
was a user of substantial quantity of third-class mail, I have always 
found from my own experience that proper distribution of third-class 
mail of the right character was effective. 

For instance, if I had a particular sales project for a certain area, 
that certain people living in that area would naturally respond to, I 
restricted the distribution to that area because I was interested in the 
costs, and so on. It seems to become a practice now, because of the 
ridiculously low rates that prevail on third-class, that they just don’t 
bother now to segregate sections of a city but just simply broadcast 
widely across the entire community, which means that most of it is 
ineffective, and the result is that excessive amounts of it come in the 
mail. People do resent excessive amounts of it, and they more than 
that resent the fact they are paying for it out of their pockets. So I 
think an increase in this third-class mail rate will serve to make the 
general public feel a little bit better and they probably will have a 
little bit less of it. 

Senator Caruson. Mr. Summerfield, you say your use of it was 
oe I think that is the situation, generally, or they wouldn’t 

eep on increasing it. 

Mr. Summerrienp. That's right. 

Mr. Brawiey. May I go back to one question you asked there, Sena- 
tor, to see if I understand the answer ? 

Senator Cartson. I am through. 

Mr. Brawiry. You gave the volume of third-class revenue as what, 
Mr. Stans? 

Mr. Srans. $266 million. 

Mr. Brawtey. That is the total revenue derived from third-class 
mail? 

Mr. Srans. That’s right. 

Mr. Brawtey. I think Senator Carlson’s question was how much 
would be saved if third-class were eliminated. You said approxi- 
mately the same amount—— 

Mr. Srans. Would be saved in expenses ; 

Mr. Brawtey. In other words, if you Rant earry third-class mail 
at all, it would only cut your costs and expenses approximately $266 
million 

Mr. Stans. In that general area, that’s right. 

Mr. Brawtey. On that premise, isn’t third-class mail paying its 
way? 
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Mr. Stans... No, sir. Third-class mail is paying approximately its 
out-of-pocket costs, but it certainly isn’t, paying any share of the over- 
head of the Post Office Department, in any sense. There’s quite a bit 
of difference between the cost, of handling a product and the amount 
of expense you would save if you didn’t have the product. 

Mr, Brawtey. The overhead will remain the same whether or not 
you have third-class, second-class, or fourth-class mail? 

Mr. Stans. That’s right. 

Mr. Brawtey. Although that cost, probably, should be allocated to 
first-class mails? 

Mr. Srans. I think I should qualify my answer to say that, ob- 
viously, as you shrink the Post Office Department by the elimination 
of one or more classes of mail, you eliminate some overhead, too. But, 
certainly, not in any such proportions. 

The CHarrMan. Senator Neuberger is recognized. 

Senator Neusercer. In the first place, Mr. Chairman, with your 
permission, I would like to include in the record two telegrams I have 
received from constituents asking for full hearings on this matter, 
which you are to comply with so completely. 

(The documents referred to are as follows :) 


PORTLAND, OreEG., August 16, 1957. 
Senator RicHAarD NEUBERGER, 
Senate Office Building, Washington, D. C.: 


Postal-rate bill which House passed may go to Senate direct instead of being 
routed through Senate Post Office Committee, which is not according to Senate 
rules. This is a matter of much importance to me, and I sincerely think it should 
go to Senate Committee first. Please use your influence to have this bill reviewed 
by Senate Post Office Committee before Senate votes on it. 

R, A. Grrson. 


Meprorbp, OrpeG., August 15, 1957. 
Hon. RicHArp NEUBERGER, : 
United States Senate, Washington, D.C.: 


Re postal-rate bill proposed by Summerfield and passed by House, we insist 
Senate not allow bill bypass Senate Post Office Committee. Further, all con- 
cerned, Members of Congress, executive-branch officials, and citizen groups or 
individuals, must be afforded opportunity for full public hearings on bills. We 
Suggest Senate Post Office Committee submit proper and adequate policy bill. 
Returning control of all rates to Congress. 

PINNACLE ORCHARDS & PAOKING Co. 


Senator Neusercer. Mr. Chairman, I would like to ask several ques- 
tions of Mr. Summerfield and Mr. Stans, if I may. First, on page 7, 
I was interested in a comparison between the collection of revenue—this 
is on page 7, I should say, of Mr. Summerfield’s prepared testimony— 
collection of revenue by the United States Post Office, its propor- 
tionate cost as compared with the postal system in other nations of 
the free world, where we have figures and statistics, Now, there are 
several questions I would like to ask about that. 

On this chart, it showed the domestic letter rate in other countries. 
Am I correct in this, or am I wrong, that in other countries there is a 
progressive reduction per ounce as the first-class letter or manuscript 
or parcel increases in weight, whereas in the United States it takes the 
premium rate for every ounce? 

Mr. Srans. There is a progressive reduction in rate in some coun- 
tries. Iam not sure where that prevails, but that is the case in some 
countries. 
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Senator Nrusercer. So, it would make a slight difference if there 
were a complete chart; it would be a slight difference from the picture 
shown here, because in the United States the weight for the first ounce 
prevails for the entire weight of the parcel ; is that true? 

Mr. Stans. That is true, for letter mail. 

Senator Neusercer. The second question I would like to ask is this, 
in the bottom of Mr. Summerfield’s testimony, on page 7, it says: 

The United States Post Office is the only major postal system in the world 
which continues to operate with a heavy, recurring annual loss. 

Am I correct in my assumption that in other countries many of the 
post office departments operate other communication facilities, such 
as telegraph and telephone, and that the profits netted from those 
undertakings operate very considerably to offset postal system losses / 
Is that right or wrong ? 

Mr. Summerrietp. They do operate the telegraph and _ telephone 
divisions in many of the countries but the figures that have been given 
to us have to do with the postal operation. 

Senator Nevuzercer. Well, now, I think I remember—and this again 
may be wrong—a very long feature that the New York Times pub- 
lished covering several pages with reports by their staff correspondents 
in various countries. And if my recollection is right, I thought that 
they said in those countries the post office operation was at a loss but 
that these losses were offset by profits realized on telephone and tele- 
graph communications. 

Now, am I wrong in that recollection? I may be about what the 
New York Times said. 

Mr. Summerrtievp. It may be right on both instances: there might 
be small losses and these very well might be offset. 

The Cuamman. I can answer that question. 

I traveled to Switzerland and various other countries and checked 
that. I found this to be true in some countries: they had railroad, 
telegraph, post office, and telephone services combined and under the 
jurisdiction of one agency. In some of those countries, Switzerland, 
for example, I learned that the post office department alone probably 
would incur a deficit. However, by virtue of its being combined with 
profitable services, no deficit showed. 

Mr. Summesrietp. But nota substantial deficit. Am I correct? 

Senator Neusercer. But, Mr. Chairman, if your statement is cor- 
rect, and I am sure it is with your long experience in this position and 
on this committee, then the statement on page 7 of Mr. Summerfield’s 
prepared testimony that our post office is the only major postal system 
in the world with these heavy recurring annual losses is subject to 
some modification, is it not? If in these other countries the post 
office department operates facilities of communication which are gen- 
erally more profitable ? 

Mr. Summerrrevp. I am sure there would be very slight modification 
in any case, Senator. 

I have asked of several countries the very same question, in fact on 
the last check I personally made a number of months ago of all the 
countries, there seemed to be only one country that had a situation 
not unlike ours and that was Argentina under Mr. Peron. 

The Cxuarrman. That’s the reason this committee has been work- 
ing ona policy. You can charge everything to your Department and 
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it will run in the red. For instance, you charge up $134 million on 
our retirement. No other department of the Government pays that. 
he Government of the United States pays the retirement of every 
department except yours. 

Senator Neusercer. Mr. Chairman, right on that point, I had 
turned 

The CuarrMan. You will find in some countries various deductions 
from the salaries of the employees that entitle them to certain fringe 
rights; and the government matches those funds. 

Mr. Summerrietp. Mr. Chairman, do I understand the other de- 
partments of the Government are not charged for retirement ? 

The Cuatrman. In other words, you will find it is paid out of the 
taxpayers’ funds. 

Mr. Summerrietp. And not charged the department ? 

The Cuarrman. They don’t pay it themselves; no. It is paid out 
of the general fund. 

Senator Neusercer. That’s what I wanted to ask, Mr. Chairman. 

I turn to page 19 of Mr. Stans’ testimony. Now, on page 19—— 

Mr. SuMMERFIELD. Senator, can I just take 1 second ? 

Senator Neupercer. Yes. 

Mr. Summerrievp. I would like to differentiate between the Post 
Office Department and the other departments of the Government. 

We are required under the law to charge a specific charge for every 
service we render to the people of the country. If we are going to 
arrive at a cost for rendering the service, whatever it may be, then 
you must calculate, as every business in this country must do, all of 
the costs on which it is chargeable. 

So in order to determine how much we should charge anyone who 
receives any service from the Post Office Department, we have to 
calculate all of the costs that are charged direct to the Department 
in order to be accurate. If not, we have just been kidding ourselves. 

Senator Neusercer. Well, the thing that is at stake here, then, is a 
matter of basic policy, and that’s involved at page 19 of Mr. Stans’ 
testimony where he suggests, for example, that the increase in retire- 
ment costs which were provided by the Congress in 1956 should be 
added to the expenses of your Department. ‘ 

Now, the thing I don’t understand is this, we have other Govern- 
ment departments that collect revenues. For example, the Depart- 
ment of the Interior with which I am particularly familiar in the 
State I help to represent. The Department of the Interior is charged, 
for example, with providing the reclamation projects in Oregon and 
the other Western States must be amortized by the water users. 
That’s part of the law, too. But I have never heard of a Secretary 
of the Interior coming up and saying that increased retirement benefits 
for irrigation engineers and increased retirement benefits for the men 
who work on these projects should be added into the cost of the water 
users, 

Mr. SumMerrrevp. Maybe he should have come up, Senator—— 

Senator Neusercer. The point I am getting at is we are at a really 
basic governmental policy that you are suggesting that these costs 
be added so that actually you have more justification for a rate in- 
crease and the deficit seems much wider spread, and you and your 
associate have certainly made an impressive case today. But here you 
have one Government department which is separated from all others 
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in basie policy. This isn’t the only Government department that col- 
lects revenues, there are many operations of the Interior Department 
in the Western States, for example, that are, self-liquidating and in 
which the power rates char ged by Bonneville, the water users; charges 
by the Bureau of Reclamation are all predicated on the cost. of how 
much it costs to produce that power and deliver that water and you 
know they have to amortize it over a period of 30 years, interest and 
principal. But here you are suggesting that the Post Office Depart- 
ment—you see what 1 mean? You are separating it from all the 
other Government departments and these things added in. 

Senator Morvron. Will you yield, Senator ¢ 

Senator Nevupercer, Yes. 

Senator Morton. We are building the Bartley Dam in Kentucky, 
just starting on it. Of course, the costs today are going to be in the 
basic power rate, and that. goes for the Social Security that’s paid on 
the men who work 

Senator Neuprercer. But will the increased retirement benefits by 
the 1956 act, for all the other Government. employees associated with 
that, be added in? 

Senator Morron. Whatever it costs the Government to build it. 

Senator Neupercer, The chairman of the committee has said when 
the retirement. benefits have been increased by other departments, 
they don’t come out of that; they come out of another fund. 

The Crarmman. All the money comes out of the general funds 
whether the department collects any revenue or not. 

Senator Morron. All the money for the Post Ofiice comes out of the 
general revenue? 

The Cuairman. Same as the other. It should be treated the same. 

Senator Neupercer. Is the Post Office Department treated entirely 
differently than every other department for cost-accounting book- 
keeping purposes; or isn’t it. I am seeking information. 

Mr. SumMerrFIELD. Yes; it is unique in Government; it is a business 
within Government. We are required by the law to charge a specific 
charge for every service we render to people no matter what itis. The 
only exceptions being made insofar as the actual costs are concerned 
are those when the Congress itself sets the rates, which they have 
chosen to do a number of times over the years, at less than our costs. 
But that is within the province of Congress itself. But specifically 
and basically the Post Office Department is supposed to be a service 
organization charging for the services it renders, so obviously where 
are you goin to stop? Where are you going to leave off? What are 
you going to delete in computing our costs / 

Senator Nevrercer. I don't wish to argue, I am seeking for infor- 
mation. 

Mr. Summerrienp, I understand and I am glad you brought the 
question up. 

A lot of people are confused. It comes usually from those who are 
interested in keeping the rates low because they, profit thereby, when 
they say the Post Office is a great service organization that is supposed 
to provide all these services for the people on a public-service basis. 

Well, I point this out to you, if that’s true, if that premise is basically 
sound, then we wouldn't charge anything for any of the services the 
Post Office Department renders, 
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Senator Neusnercer. I would just like to ask one more question, Mr. 
Chairman, then I won’t presume on your time any more. 

Mr. Postmaster General. 

Mr. Sturmerrievp. Yes, sir. 

Senator Neusercer. I was chairman of the subcommittee which held 
extended hearings on the pay of your employees in Post Office Depart- 
ment and I was very much disturbed by some of the things which were 
revealed in the testimony at those hearings. If a rate increase bill 
were enacted and passed by the Senate, would you be disposed, or let 
me say more disposed to use your influence and prestige with the 
President to urge his approval of a bill to provide for a fair increase 
in pay for the members of your Department ? 

Mr. Scuwmerrievp. That’s an awfully good question. [{ Laughter. } 

Obviously the Post Office Department is one unit of this National 
Government. I have not all of the information nor am I ina position 
to determine just what the ability of this Government is to pay from 
day to day or month to month for whatever purpose may be up for 
discussion. 

As it happens, I think I am the first Postmaster General I believe 
who ever came to the Congress with a request for an increase in salary 
for the postal employees; I think that’s true. I think historically 
there’s no record of any of my predecessors coming to the Congress 
with prepared pieces of legislation for rate increases. 

Senator NEUBERGER. You mean pay ? 

Mr. Summerrietp. Yes; I have been back a couple of times on 
rates, too. 

Senator Nevupercer. I just wanted the record straight for your sake. 

Mr. Summerrretp. Obviously whatever the administration’s official 
position is, it will be the position of the Post Office Department. I 
will say to you this—— 

Senator NeuBerGeR. But you will have certainly some determination 
on that position I would presume. 

Mr. SUMMERFIELD. The Post Office Department keeps its informa- 
tion in relation to the pay structures done in areas throughout the coun- 
try for similar pay for similar work. It is our responsibility to know 
how our people are being paid in relation to others throughout the 
country. We keep ourselves constantly informed. And if and when 
our figures indicate that this is the day to propose legislation for pay 
increases, then if it fits in with the administration’s position due to the 
overall fiscal condition of the Government of the United States, we 
would be the first to do it. And as I have told some of our friends 
who are here around the table, when the appropriate times comes, they 
don’t have to burn up any midnight oil and the Postmaster General 
will be right there with his recommendation as I have in the past. 

Senator NeuBerGcer. Thank you very much. 

I have no more questions at this time. 

Senator Morron. [have no questions, Mr. Chairman. 

Mr. Braw ey. I have several questions, Senator Johnston. 

Mr. Stans, I notice in your testimony you make quite a few refer- 
ences to the gross revenue of magazines and newspapers, and so forth, 
but I didn’t notice any reference to the net profits. 

Has the Department made any studies that they can furnish the 
committee showing the impact of these rate increases on the users who 
would be affected by the provisions of the bill ? 
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Mr. Srans. I can only quote from the report of the National 
Industrial Conference Board in 1954, which report was prepared at 
the instance of this committee, which said that mail volume is insensi- 
tive to changes in postage rates. In other words, changes in postage 
rates do not have a particularly serious impact on the volume of mail 
or upon business. 

r. Brawtey. I believe you understand why we are asking these 
questions, because this is what we get from opponents of the bill. They 
come before the committee and say they simply can’t stand these 
rate increases; they will have to go out of business. Yet they have 
shown $30 million net profit for magazines, for instance. 

Mr. SuMMERFIELD. That is assuming that any increase in rates will 
come out of direct income before taxes—TI hasten to call your attention 
to the fact that in the last few weeks and months, most of the major 
publications in this country have increased their subscription rates 
and per copy prices. For instance, one particular one that has been 
selling for many, many years at 25 cents, now has a new price on it 
of 35 cents. 

I might add that in that particular case, our rate increase as applied 
to that magazine would be approximately a 1-cent increase as against 
10 cents per copy increase in their cost they are asking the public to 
pay, so that’s only part of the story. 

If they think they will have no more increase in volume and no 
increase in revenue, and take whatever the increase in postage was and 
deduct that from the net, that gives a very much distorted picture. 

Naturally I have seen it demonstrated many, many times over the 
years that if you look over the history of the increase in postage rates 
as applied to publishing organizations, you will find the public has 
absorbed the costs and the profits have risen in those publications. I 
don’t know of any publication in history that has ever gone out of 
business because of postage rates. 

Mr. Brawtey. You think, then, that the publishers would merely 
increase their rates if this rate bill were approved ? 

Mr. SuMMERFIELD. Most or many of them already have, in anticipa- 
tion of it. They have been collecting for this increase in postage rate 
for quite some time, some of them. 

Mr. Srans. May I answer one bit further by referring to the table 
which the Postmaster General submitted a short time ago and ask that 
it be put in the record, because it shows that in the last year, advertising 
rates on a selective group of publications have increased from 5 to 15 
percent in reflection of higher costs, and we don’t have any doubt but 
that any increase in postage not reflected in these increases already 
made would be reflected in subsequent increases if necessary. 

(The table is as follows :) 
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Magazine advertising rate and sales price increases * 


| 
| Advertising rates, black and white, | Annual sub- | Newsstand 








1 page scription prices 
Magazine a —— pit - 
| 1956 | 1957 | Effective|Percent| 1955 | 1957 | 1956 | 1957 
date _jincrease| 
inl semen * Ril at Eien cant Ml Acticin al Gere at 
| j | | |Cents| Cents 
American Home...-- ; $9,870 | $10,640 | Febru- 7.8 | $3.00 | $3.00 | 25) 235 
} ary | | | 
1957. | 
Better Homes and Garden __- 14,150 | 15, 410 |__.do___.| 8.9 | 3.00) 3.00 25 | 335 
Esquire__- __| 5,600 5,992 | January | 7.0} 6.00} 6.00} 60 60 
! | 1958. | 
Family Circle. ........i.:.-.-.-- 3--23.)48, 020 12,960 | March 6.9 (4) (4) 5 7 
1957. | | 
Good Housekeeping._...............-.} 11, 500 12,850 | Septem-| 11.7) 3.50) 3.50] 35 35 
| | | ber 
1957. 
Moabicbears 525.656 «<ccridd ice. <ae | 4,800} 5,320 | Febru- 9.0| 5.00; 5.00! 50 50 
ary 
| | 1957. | | 
Ladies’ Home Journal..._..-_- : 16, 740 19, 250 | August 14.9| 3.50) 3.50} 35 35 
| | 1057. | 
Fs. eine ‘ | 23,080 | 25,275 | Septem- 9.0 | 6.75 6.75 | 20) 20 
| ber | 
1957. | 
as 16, 570 19,135 | July 15.0 | 3.50 3. 50 | 15 | 20 
1957. | | | | } 
McCall’s...... 15, 900 | 17, 750 | 1957 8.5 3. 00 3. 00 | 35 | 35 
Newsweek _ _. | 5,300 | 5, 540 | October 4.6 6. 00 6.00 | 520 6 25 
j 1957. | 
Parents __- 6,940} 7,350 | March 5.9} 3.00} 3.00] 35 35 
| } 1957. | 
Reader’s Digest. | 26, 500 29,000 | January 9.4) 3.00} 3.00} 25] 835 
| 1957. (7) (7) 
Saturday Evening Post ---. : --| 19,780 | 21, 205 | October 7.0 6. Of 6. 00 | 15 15 
| 1957. } 
Tis hate Sepid deptiadt ae | 10,500 | 11,560 | January 10.1 6.00 | 6.00} 20 9 25 
1958. | 
| 





i Data based on published reports in Advertising Age and Magazine Industry News Letter. 
? October 1957. 
July 1957. 
4 No subscriptions. 
5 Mar. 1, 1956. 
¢ Apr. 1, 1957. 
> To $4 in 1958. 
§ September 1957. 
§ Apr. 1, 1957. 


Mr. Braw ey. It has been suggested to the committee on several 
different occasions that the minimum per pice rate in second class 
be increased to as much as 1 cent. I think it is an eighth of a cent 
now. 

Mr. Straws. Under this bill, the minimum piece rate would increase 
to a quarter of a cent. It is obviously too low in relation to costs 
because certainly we can’t handle any piece of mail for a quarter of 
a cent. Perhaps in the long run the minimum piece rate should be 
mereased more, but it is our feeling that an increase of 100 percent 
for those who are now paying the minimum rate is all that we can 
expect them to take at the present time. 

Mr. Brawiey. How much additional revenue would be derived 
from a 1-cent minimum ? 

Mr. Stans. One cent? Approximately $25 million, and I am say- 
ing that from recollection. 
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The Cuarrman. Following up Senator Carlson’s question, I think 
we should have explained the two amendments that were added by 
the House. One of them increases third-class bulk mail one-half 
cent on each of the minimum piece rates. Then in October of the 
following year it increases one-half cent more. 

Now, just what effect would that have? 

Mr. Stans. Of course, Mr. Chairman, those amendments were made 
without our knowledge and were a complete surprise to us. 

The Cuarrman. We want to know what they are. We will have 
to contend with them when there is a conference between the House 
and Senate on the House amendment to the bill. 

Mr. Srans. On the third-class amendment, of course, there is no 
net effect in the amount of revenue which the bill would raise except 
in the first year and 9 months. Increasing the minimum piece rate, 
from 114 to 2 cents would have produced $86 million in revenue 
initially, and another $42 million 21 months later. 

The effect of the House amendment was to increase the rate $128 
million at one time. 

The Cuarrman. Those amendments, then, amount to very little, 
as you state over here on page 18 of your prepared statement, when 
you go into that fourth class. But you say this: 


If these rates are enacted, the loss on books will still be more than $13 million. 


Mr. Stans. Speaking now of books? 

The Cuarrman. Yes. That’s your statement on page 18. 

Mr. Stans. Yes, sir. 

The Carman. All other fourth-class mail is required by law to 
pay its way. 

Now, then, if a loss of $13 million is still incurred on educational 
books, who do you think should pay it ? 

Mr. Srans. Yes, Mr. Chairman, it is our opinion that that $13 
million is a subsidy being borne by the Post Office and that’s one of 
the items we think should be identified as a subsidy; not a charge 
against the mail users, but reimbursed to us out of the general funds 
of the Treasury. 

The Cuarrman. We are of the same opinion, but I wanted to have 
that brought out for the recrod. 

Let’s go on to the amendment limiting the Department’s loss on 
the mailings of any publisher to $100,000 in any one year. You pro- 
pose to eliminate that provision, Will you explain your position on 
the amendment ? 

Mr, Stans, Well, it gives us a lot of work among other things, Mr. 
Chairman,if it ever becomes effective. 

The Ciairman. How could you check on publishers? How would 
you know if it was just $100,000, $99,000, or. 

Mr. Srans. It would be a most difficult job. It would not be im- 
possible; we could, of course, make the computations that were neces- 
sary, but it would be difficult and expensive. Some publications would 
presumably reach that $100,000 point at one issue. Some would reach 
it in the middle of the year. And we could never be immediately up 
to date on the figures. 

The Cuarrman. Then how could you ever determine when a certain 
publication was causing a deficit of $100,000? Unless some policy were 
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set by the Congress on the allowance for preferential treatment of 
first-class mail. You could not establish a true deficit in second class. 

You could have a lot of lawsuits on your hands as a result of this 
amendment. 

Mr. Srans. I think, Mr. Chairman, the bill would require much 
more specification and interpretation if it ever were to be made 
effective, because it’s subject to a number of interpretations now. 
It would be very difficult to administer, and I am quite willing to 
concede that. it would end up in some lawsuits before we 

The Cuatrman. Another thing: If you did that on those, you were 
losing $100,000 or so, those would be in a pretty high bracket ? 

Mr. SumMerFie tp. That’s right. 

The Cuatrman. Then the Government, again, when it comes over 
to income tax paying, you would be taking it out of one pocket and 
putting it in another? 

Mr. Summerrietp. About half of it, if you assume that they don’t 
raise their prices. 

The Cuarrman. Yes. Federal Government, State Department, and 
all the others paying income tax would be affected by it. 

Mr. Summerriretp. Mr. Chairman, State Department is not in 
issue— 

The Cuatrrman. I know, but we must know your position and how 
you would be affected by the bill so that when we go to conference we 
can intelligently discuss the pros and cons. 

Mr. Summerrietp., Mr. Chairman, we spent many weeks in prepara- 
tion of this legislation and we came up with what we thought was the 
fairest apportionment of these rated increases in the public interest 
and in the interest and consideration of the economy itself and the 
individual users of the mail, with that bill as we proposed it. And we 
still feel that the legislation that is before you as reported by the House 
committee, is a very proper, fair piece of legislation. 

Mr. Brawtey. I would like to get back once again to the postal 
policy section of the House bill. I believe this is exactly as proposed 
by you to the House earlier in the year. 

Mr. Srans. No, Mr. Brawley, there is one amendment made to that 
on the floor of the House. We much prefer the original language that 
we proposed the Congress and that the House committee reported out. 

Mr. Brawtry. What is the effect of that amendment ? 

Mr. Srans. Well, the original language provided that the postal rate 
structure should be adjusted so that the revenues should be substan- 
tially equivalent to the expenses. This amendment now provides that 
the rates should be adjusted so that the revenues should be more nearly 
equal to the total of the expenditures. We prefer the original language. 

Mr. BRAWLEY. Over on page 16 of the bill, item (D), “the effect of 
postal services and the impact of postal rates on uses of the mail,” I 
ask once again: During your last 214 years of study of these propo- 
sals have you asked the Department of Commerce, for instance, or the 
Small Business Administration, to give you any information on the 
impact of these rates on the users of the mail ? 

Mr. Stans. We have had discussions with the Department of Com- 
merce on several occasions when the question of postal rates came up 
and we have been able to satisfy all their questions to the point where 
they have raised no objections and the Secretary of Commerce testi- 
fied in favor of the bill. 
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Mr. Brawtey. I didn’t mean it quite that way. I mean did you ask 
these departments to make a study or to tell you what the impact of 
the increases would be on small businesses, for instance ? 

Mr. Stans. We have had discussions with Department of Commerce, 
I believe, and others about the measurement of the impact of rate 
increases and each time the conclusion is that it is such a hypothetical 
situation that it would produce no measurable or tangible statistics 
or conclusions. The best outside evidence we have been able to get is 
that of the National Industrial Conference Board in 1954, which was 
based on an extremely thorough study. 

Mr. SumMerrFiep. I would like to add something right at that point, 
Mr. Chairman. 

The Chamber of Commerce—United States Chamber of Commerce— 
did make an exhaustive study of the impact not only from a statistical 
point of view, but they had a number of seminars conducted through- 
out the country that were attended by as many as 2,500 small-business 
men in the area, who were asked specifically several questions in rela- 
tion to the fact—in fact, on all points of this particular legislation. 
And there was not one dissenting expression. The then president of 
the chamber of commerce told me that there was not a single dissenting 
expression from any person attending those seminars anywhere in the 
Untited States. They were all in favor of it. In fact, most of them 
were in favor of the 5-cent postage rate instead of + cents. 

So this chamber group represents, I believe, about 3,500 local cham- 
bers, which certainly include in their membership most of the small 
business people in the communities throughout the entire United 
States. 

I think that’s about as conclusive and satisfactory an answer as one 
could hope to get, in reply to your question, Mr. Brawley. 

Mr. Srans. I would like to add one 

The Cuarrman. I believe you will agree that when you increase 
postal rates somebody is certain to get hurt. Those who use the mails 
to do business are bound to be affected much more than those of us who 
do not. Mail-order houses would be particularly influence. 

Mr. Srans. I presume the impact would always be uneven. 

The Cuarrman. Uneven. 

Mr. Stans. I would like to refer back to Mr. Brawley’s question on 
the effect of rate increases on volume of mail, and refer to the increases 
which were enacted in October 1951 on second-class and third-class 
mail; and by reading the annual figures as to volume of mail in the 
years 1950 to 1956, I think I will show rather clearly that those 
increases had no effect on the volume of mail, at least they certainly 
didn’t decrease it because the volume increased regularly and annually. 

The 1950 second-class mail was 2,186 million pounds; 1951, 2,355 
million; 1952, 2,412 million; 1953, 2,496 million; 1954, 2,504 million; 
1955, 2,582 million; 1956, 2,702 million, 

Now, on third-class mail, the number of pounds in 1950 was 646 
million and it inereased successively year by year to 663 million, 711 
million, 727 million, 811 million, 892 million, and 914 million. So 
I think there is some evidence here that should be rather convincing 
that at least our last increase didn’t have any serious effect on these 
two industries. 
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The Cuatrman. How would the Department feel in regard to air- 
mail going up 2 cents, or the same rate of increase that you have asked 
in first class, 3 to 4 cents; that’s a 3314 increase. 

Mr. Srans. You mean making it 8 cents? 

The Cuarmman. Yes. What effect would it have? 

Mr. Summerrievp. Mr. Chairman, we thought if we kept the same 
preference with the new rates as we had in the past, that would be 
the fairest thing we could do to be sure. You would be interested in 
knowing that airmail in large cities has increased to a larger degree 
in the past year than did regular first-class mail, with between a 6- and 
7-percent increase in airmail. Whether or not we would get to the 
point of diminishing return by going to 8 cents, I could not tell you. 

Mr. Brawiey. Have you ala a study of the expedited delivery 
system in Canada ? 

Mr. SuMMERFIELD. Yes, we do have a study, not a completed study. 
Of course we are constantly making such studies ourselves here. 

Mr. Brawtey. What do you think of that? Do you think such a 
system is possible in this country ? 

Mr. SumMerFigELD. Probably eventually it can come to that. 

Mr. Braw.ey. What would be the net effect on postal revenue if that 
rate was 5 cents? 

Mr. Srans. We calculated that, Mr. Brawley, it would be $17 million 
for each 1 cent of spread between the air-mail rate and the letter rate 
that we would lose in revenue, 

In other words, if we had a 5-cent rate fixed for all mail including 
air mail, we would lose $17 million of revenue that we now get on air 
mail. If the rate were reduced to 4 cents, it would be $34 million loss 
on air mail. 

Mr. Brawtey. You would have the extra 1 cent increase in the —— 

Mr. Srans. Yes, of course. 

Mr. Brawuey. Wouldn’t that be about $200 million additional reve- 
nue, then ? 

Mr. Srans. For each 1 cent increase on first-class mail, it amounts 
te about $300 million. 

The Cuatrman. Another question, what would be the loss sustained 
Ly the Post Office Department by giving free delivery to newspapers 
cf up to 5,000 circulation? That’s in this bill; it is not in the law at 
the present time. 

r. Stans. Yes, it is in the bill, but it is not “free delivery,” Mr. 
Chairman; it isexemption from the increases. 

The CuarrMan. Exemption from the increase. 

Mr. Stans. We figured it was somewhat less than $1 million. 

The Cuarrman. That is if you would put the same you were putting 
on others? 

Mr. Stans. Yes. 

The Cuairman. Same increase? 

Mr. Srans. Yes. 

The Cuairman. You would give that exemption. 

Do you have some questions, Senator Yarborough ? 

Senator YarsoroucH. Yes. Mr. Summerfield, I take it from your 
general presentation that these rate increases are presenten kind of 
on the theory of letting every part stand on its own. 

Mr. SuMMERFIELD. That is correct. 
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Senator YarsoroucH. Now, you have charts among your charts, of 
course, for second- and third-class mail, but I don’t see any in there 
first class. 

Do you have a chart prepared of the cost of the first-class mail? 

Mr. Srans. There is a chart, sir, which I said I would insert in the 
record showing how the cost of first-class mail was computed, and that 
will be inserted. 

Senator Yarsorovueu. And did I understand your testimony cor- 
rectly that the first-class mail is now being operated at a loss? 

Mr. Srans. Yes. 

Mr. Summerrterp. That is correct, sir. 

Senator Yarsoroucn. By the Post Office Department. And that 
it is necessary to raise it 1 cent to take up that loss‘ 

Mr. Srans. That is correct. 

Senator Yarsorovucu. There were some statements in the House 
that it had been producing 105 percent of the cost of its service up 
until 1955, I believe, in the debates 

Mr. SumMerrievp. They are speaking of strictly allocated costs, 
but since then our costs have gone up so even allocated costs are in 
the red, sir. 

Senator Yarsoroucu. It is the Department’s finding, then 

Mr. Srans. That it would require a 1-cent increase in first-class 
mail to make first-class mail pay its own freight; to make first-class 
mail pay its own freight including the coast of preferential service 
it gets would require a 1-cent raise. 

Batata Yarsoroucu. Now, there were some statements made in 
the House about “red-tag treatment,” naming the Wall Street Journal. 
They got the same service as first-class mail. 

Is that correct ? 

Mr. Stans. That is correct. 

Senator Yarsoroven. Do they pay for first-class mail ? 

Mr. Srans.. No; they do not. 

Senator Yarsoroucu. What law has authorized them to get first- 
class mail service and then not pay first-class mail rates? 

Mr. Stans. Historically certain second-class publications that have 
timé value have been treated along with first-class mail. 

Senator Yarsorovcn. And they are treated just like the letter a 
person puts in there, an old-age pensioner, with a 3-cent stamp on it? 
For instance, a copy of the Wall Street Journal put in the post office 
would get the same treatment as a 3-cent letter ? 

Mr. Stans. Substantially. 

Senator Yarsoroven. What is it paying now? 

Mr. Srans. I can’t tell you. 

Senator Yarsorouen. It depends on distance ? 

Mr. Srans. It depends on distance and content of advertising. 

Senator YarsorouGH. Suppose it were staying within the city where 
it was published, say New York. Suppose the southwest division of 
Dallas, where it was published, delivered by mail carrier in Dallas 
city 

Mr. Stans. We would have to put a statement on that in the record 
as to what 

Senator YarsoroueH. Would you put in the record publications, as 
to what are publications that receive that red-tag treatment ? 
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Mr. Srans. There are quite a number. Suppose we give an illus- 
trative list 

Senator YarsoroucH. Would you just put a list in there ¢ 

Dr. Ratnes. All newspapers, magazines of news value. 

The Cuarmrman. You carry that paper for one-eighth of 1 cent; 1s 
that correct ? 

Mr. Stans. Not the Wall Street Journal. There are some small 
publications that we carry for an eight of a cent. 

The Cuarrman. And receive first-class treatment ¢ 

Mr. Stans. I am not sure that any of those get first-class treatment. 
I would have to ask our people whether there are any that get the 
minimum rate that also get first-class treatment. I am not sure that 
there are any. 

Senator YarsoroucH. Are any of the papers that get “red tag” 
treatment getting first-class treatment ? 

Mr. Stans. “Red tag” is a nickname for—— 

Senator YarsorouGH. First-class treatment. 

Mr. Srans. Yes, we call it preferential treatment. 

The Cuatrrman. When newspapers are given preference treatment, 
they are charged one-eighth of a cent per ounce; isn’t that true? 

Mr. Stans. No, it’s based, Mr. Chairman, on the content of advertis- 





ing. 

The Cuarrman. And what would that be? 

Mr. Srans. And it is based on the distance they go, which is part 
of the complicated structure on second-class mail. 

The Cuatrman. How far would it differ from one-eighth of 1 cent? 
On an average. 

Mr. Stans. My rough guess is the Wall Street Journal pays approx- 
imately lcentacopy. Again it is just an educated guess. 

The CuatrmMan. So you are, then, giving them preferential treat- 
ment at a rate of 2 cents at the present time ¢ 

Mr. Srans. That’s traditional, yes. 

The Cuarrman. Why are you doing that ? 

Senator Yarsorouecn. What law. 

The Cuairman. What law are you doing that under and for what 
reason are you doing it ? 

Mr. Srans. Well, it’s traditional. It is part of the policy of the 
Department to give service to the readers of the publications by 
getting them to them on time. 

The Cuarrman. In other words you do that to keep the public in- 
formed and to educate the public. 

Mr. Srans. Well, I would say that enters into it. 

The Cuarrman. Ina way 

Mr. Srans. As in the case of all publications. 

The CHarrMan. In a way, all you lose, then, in that particular in- 
stance is a subsidy and it is benefiting the public, educating the public, 
insofar as the Post Office Department is concerned, not just carrying 
out one of the necessities of the Post Office; isn’t that correct ? 

Mr. Srans. We certainly are going beyond the minimum standard 
of service. 

. Senator Cartson. In the Armed Forces we say beyond the call of 
uty. 

The Cuarrman. I believe you see the reasons for my questions. You 
are doing service to the public beyond the —— 
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Mr. Summrrrietp. We would have to go back and find why we do 
it in the individual instance. 

The Cuarrman. I just wanted to bring it out. 

Senator YarsoroueH. Now, in the loss—those newspapers that are 
handled that way are handled at a loss, are they? . In handling them 
as first-class mail ? 

Mr. Srans. I would say that that would probably be the case in 
every instance. 

Senator Yarsorouen. But if you lose carrying a little light letter 
for 3 cents, lose money on it carrying it first class, and carry a heavy 
newspaper and give it first class, wouldn’t you lose more money on it? 

Mr. Stans. Yes. 

Senator YarsoroucH. You are carrying it for 1 cent where the 
individual pays 3 cents on his letter. 

Mr. Stans. That is correct. 

Senator YarsorouGH. Do you say virtually all newspapers get that 
treatment ? 

Mr. Stans. Wherever it will affect the delivery. If the newspapers 
are going out on the next morning’s rural route and there is no ad- 
vantage in giving them the expedited treatment, they would be handled 
with other second-class mail. 

Senator YarsoroucH. Would you put a list in the record, please, 
of papers getting that, all the publications getting that preferential 
treatment ? 

Mr. Stans. It would take us some time to get it. We would have 
to get in, touch with a good many of our post offices because we have 
no specific data on that in Washington. 

I can give youa list of quite a number of them. 

(The information requested appears later in the record on p. 163.) 

Senator YArsoroucH. Now, on second-class mail, you show the 
cost—that’s newspapers and magazines / 

Mr. Stans. Yes. 

Senator YarsorouGH. You show it is costing $318 million a year, 
$318.4 million a year, and they are paying in revenue $65.9 million. © 

Mr. Srans. Correct. 


Senator Yarsoroucu. Now, that’s a loss of $2521 million a year, 
for handling. 


Mr. Stans. Well, only—I agree with your arithmetic, but we don’t 
call it a loss. 

Senator YarsoroueH. Well, this is your chart here. 

Mr. Stans. We call it an excess of the cost over revenue. 

sane YarsoroucH. That’s part of the deficit you had on your 

chart ? 

Mr. Stans. That’s right. 

Senator YarsoroucuH. This $2521 million is one of the things that 
makes up the annual deficit in the Post Office ? 

Mr. Stans. That’s correct. 


Senator Yarsoroucn. Now, in that deficit, did you include in tha 
arriving at that $25214 million deficit on second-class mail for fiseal 
year 1956, that’s chart No. 11, I believe with your statement, isn’t it, 


Mr. Stans? 
Mr. Stans. Yes. 
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Senator YarsoroucH. Did you include in that loss the loss—allow 
anything for the loss incurred by carrying newspapers by first-class 
rate { 

Mr. Srans. Yes; whatever portion of that cost is attributable to 
newspapers getting preference service is included in that figure. 

Senator YarsoroucH. That’s included ? 

Mr. Srans. That’s right. 

Senator YarsoroueH. I mean this loss is not just what it costs as 
second-class mail but also what it is costing over in the first-class 
mail ? 

Mr. Stans. For the service that it got. 

Senator YarsoroucH. Now, if newspapers were excluded from first- 
class mail and only letter mail carried as first-class mail, would the 
first-class service be operating at a loss now ¢ 

Mr. Srans. Yes, sir. 

Senator Yarsoroucu. What is the weight of first-class mail, true 
first-class mail, with 3-cent stamps on them, each year ? 

Mr. Stans. The weight? 

Senator Yarsoroucu. Weight. 

Mr. Stans. Excuse me and | will get it. 

Senator YarsorouenH. True first-class mail with postage stamps, 3 
cent stamps on it, per ounce, fraction. 

Mr. Srans. 865 million pounds. 

Senator Yarsoroueu. And what is the weight, the first-class mail, 
that does not have the 3-cent stamps on it, the newspapers carried ? 

Mr. Srans. I would have no idea. 

Senator YarsoroueH. Well, is it included in this 865 million 
pounds? 

Mr. Srans. No; it is not. 

Senator YarsoroucH. It is not? 

Mr. Stans. It isnot. 

Senator Yarroroucu. Now, you advocate a postage rate increase 
here for first-class mail, that includes letters. Does that include 
the newspapers that are being carried like letters as first-class mail ? 

Mr. Srans. The newspapers would be subject to the-—— 

Senator YArsoroucH. Second class? 

Mr. Stans. Second-class increase of 60 percent. 

Senator YarsoroucnH. This increase of 3 to 4 cents per letter ounce 
would not include the newspapers ? 

Mr. Srans. No, sir. 

Senator YARrBorouGH. In the letters alone carried as letter mail, 
this increase of 3 cents to 4 cents an ounce would bring in $3481, 
million a year ? 

Mr. Stans. On the letters and postcards. 

Senator YarsoroueH. And postcards? 

Mr. Srans. Yes. 

Senator YarsoroucH. Now, how much increase do you advocate on 
second-class mail ¢ 

Mr. Stans. We are proposing an increase of 15 percent a year for 4 
consecutive years. 

Senator Yarsoroucu. And how much additional money would that 
bring in a year, millions of dollars? 

Mr. Srans. $33 million. 
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Senator Yarsoroucn. Is that the first year? 

Mr. Srans. That is the accumulative effect of the 4 years. 

Senator Yarsoroucu. What would it bring in the first year? 

Mr. Stans. Well, approximately—let’s see, it would bring in about 
$914 million. 

Senator Yarsoroucu. $914 million the first year, and you now get 
$65.9 million a year from second-class mail. 

Mr. Srans. That’s right. 

Senator Yarsorouen. And that—how much is it? 

Mr. Stans. $914 million. 

Senator Yarsoroucu. $914 million to $65.9 million, and you would 
have $75.4 million, would you not? 

Mr. Srans. The first year. 

Senator Yarsorouen. The first year. 

Mr. Srans. That’s right. 

Senator YarsoroucH. And would cost $318.4 million to carry that 
second-class mail that first year; is that right? 

Mr. Stans. That’s right, and that is assuming there is no increase in 
the meantime. 

Senator Yarsorouen. And that would still leave—assuming there 
is no increase in your cost, no additional amounts of magazines and 
papers carried, you would have a deficit of about $242 million next 
year in second-class mail after this increase ? 

Mr. Stans. Approximately. 

Senator Yarsorouen. And, even after your 4 increases took effect 
and you had your $33 million increase added to your $65 million, Mr. 
Stans, as shown on your Chart 11, you would have an income of $98.9 
million. And, assuming that you didn’t carry any more papers or 
magazines, you would still have an annual—and no increased cost. of 

carrying it, you would still have an annual deficit of over $200 million 
for carrying second-class mail, would you not? 

Mr. Stans. Yes; that’s right. 

Senator YARBOROUGH. Now, I notice in debates in the House in the 
course of time on this legislation that Mr. Hemphill, in debating it 
there, stated that your cost for carrying a number of publications—he 
gave one, for example, Life magazine—that the Post Office Depart- 
ment received $7,435,000 a year for carrying Life, and it costs $16,- 
797,000 a yeartocarryit. Isthatcorrect? Mr. Hemphill stated that. 
He said he was reading from the 1955 reports. 

Mr. Srans. In those terms, it is an inaccurate quotation, because 
the computation that we furnished at his request was one applying 
the average unit costs of magazines to Life magazine. In other words, 
we don’t maintain a cost system for each publication that goes through 
the mail. We used the average cost per pound, the average handling 
cost per piece, and so forth 

Senator Yarvoroven. For Life? 

Mr. Srans. And the characteristics of the magazine, and applied it 
to Life. 

Senator YarsoroucH. Would it be inaccurate to say Life would be 
cheaper to carry than other magazines? 

Mr. Stans. We don’t think so. 

Senator Yarsoroucu. You think the Post Office Department fur- 
nished Mr. Hemphill the figures, then, that appear in the Record ? 
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Mr. Srans. That is correct, but we did furnish him with that ex- 

lanation, that they were not based on a cost study. 

Senator Yarsoroucu. Well, is that reasonably accurate or not? 
Would it be accurate within 10 percent? 

Mr. Srans, I would say it ought to be accurate within 10 percent; 
yes. 

Senator Yarsoroucu. Then, if this amendment that the House put 
- to limit the loss occasioned by the carrying of any one magazine 

$100,000 remained law, instead of the Government losing, say, to 
Life, over $9 million a year for carrying it, say it would lose $100,000 
a year; is that the purpose of the amendment put on in the House? 

‘Mr. Srans. I would assume it was. 

Senator Yarsoroucn. That is what they had in mind? 

Mr. Srans. I assume it is; the larger publishers. 

Senator Yarsoroucu. Could you furnish me, please, a copy of the 
statistics you furnished Mr. Hemphill in the House Post Office 
Department ? 

Mr. Srans. Yes, sir; I will do that, with the same explanation we 
gave to him. 

Senator YArsoroucu. Yes. Within what limit, would you say that 
is accurate, Mr. Stans? Would you say they were accurate within 
10-percent ‘limits? 

Mr. Srans. I think that, with respect to any one publication, it 
would be accurate within 10 percent. Now 

Senator YarsorouGH. That’s the tolerance there; difference in 
weight of the magazines? 

Mr. Srans. Difference of characteristics as against the average. 
We have made some actual time studies and cost studies of publications 
that bore out that conclusion, so it is more than a guess; it is a reasoned 
opinion. 

I would like to say one thing more on second-class mail, if I may, in 
fairness to the propositions we have made and to the publishers 4 in- 
volved. We have not said that, in our opinion, second-class mail, 
on the average, should pay or should be charged with the full cost 
of handling that mail, because a majority of it cets deferred treatment. 

We have : proposed as a formula that second class ought to pay about 
half of its cost. Now, that again is not a casual guess; it is based on 
a study made by a committee of career post- -office employees, some 
few years ago, all executives and experienced with mail character- 
istics, who concluded that, on the average, second-class mail, because 
of the lesser value and the deferred treatment and the difference in 
its characteristics, should pay about half of the cost of handling it. 

Senator Yarsoroucu. Now, was that recommendation carried out 
in any of the charts? 

Mr. Srans. Yes; it was carried out in the chart I have submitted 
for the record and 

Senator Yarsnoroucu. Now, that’s this little—— 

Mr. Stans. No; that’s this one [indicating]. 

Senator Yarroroucu. Oh. Thaven’tseen that. 

This wasn’t in this folder of charts. 

The Cuarrman. I would like to call your attention to tables 100 and 
100—A of the cost-ascertainment report. It shows the difference there, 
I think. 

Mr. Srans. Yes. 
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The Cuatrman. You have there, approximately, a deficit of $102 
million, and then, over on the next, 100—A, $269 million, showing the 
difference there because of the different way of cost ascertainment. 
Isn’t that true? 

Mr. Srans. Because of the different factors applied, yes. 

The CuarrMan. Up until recently, you were using this cost ascer- 
tainment used in table 100—A;; isn’t that so?’ How many years did you 
use that cost-ascertainment method in reaching that conclusion ¢ 

Mr, Srans. Until 1955. We changed the procedure in 1955. 

The Cuarrman. All the years prior to that, you had used the other; 
is that true? 

Mr. Srans. That’s correct, with the statement made, many times 
before that, that the cost-ascertainment system did not reflect the cost 
adjustments necessary to give recognition to the preferences and defer- 
ments in service as between the various classes of mail. 

Now, our attempt was simply to reduce to mathematical terms what 
we believe to be the characteristics of preferred and deferred services 
and differences in values of the mail, as reflected by the fact that. for 
many years, Congress had fixed rates on first-class mail in excess of its 
cost and on the other classes of mail at less than cost. 

The Cuatrman. Now, Mr. Stans, isn’t it true that you started this 
cost ascertainment knowing then that it would always be impossible 
for you to make second class pay its way; and if you didn’t make it pav 
its way, some other class svoeill pay it? 

Didn’t that enter into the picture just a little bit now ? 

Mr. Srans. Of course, the cost-ascertainment system was installed 
in 1926. That’s before we were around. 

The Cuamman, I beg your pardon? 

Mr. Stans. The system was installed in 1926, which was a long time 
before we were around. 

The Cuamman. This 50 percent ? 

Mr. Srans. No. 

The Cuarrman. I mean this factor which cuts your deficit in second 
class from $269 million down to approximately $102 million. You’ve 
got $167 million you are adding to some other class. 

Isn’t that true ? 

Mr. Srans. Mr. Chairman, I would like to take a couple of 
minutes—— 

The Cuarman. That’s true, though, isn’t it ? 

Mr. Srans. No. It isn’t, sir. 

The Cuarrman. Why isn’t it ? 

Mr. Srans. For this reason, back in 1953 when we appeared before 
the House committee asking for our increases in the various classes of 
mail, the contention was made the first-class mail made a profit. It 
didn’t seem sufficient explanation to point out that historically first- 
class mail had always paid more than its bookkeeping cost. 

So we testified before the committee that the cost-ascertainment sys- 
tem had never been devised to be the exclusive factor in ratemaking, 
any more than cost records are an exclusive factor in ratemaking in 
the case of railroads, for example, or public utilities. 

It was our suggestion that the Congress in evaluating our request 
for increases in rates should take into account the fact that first-class 
mail is of greater value, receives preferential treatment, has secrecy 
and other factors which other classes don’t have. 
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We made the illustration, perhaps the chairman will recall, of the 
ease of the steer purchased by the packinghouse. The packinghouse 
pays a flat price per pound when the steer is purchased; when the 
steer is processed, the meat isn’t sold at the same price. The steak 
brings more than the brisket because of the difference in value. 

Third-class mail is handled as fill-in mail when there is no first-class 
mail on hand. 

In 1953 when we advanced that proposition, we didn’t advance any 
figures to reflect the measurements of these factors. We were asked 
by the House committee particularly how we would proceed to evalu- 
ate them and at that time we had no specific answer. We thought it 
was up to the committee to make that determination. 

When we didn’t succeed in having the rate bill passed that year, we 
appointed a group of career executives representig all of the branches 
of the postal service to study the problem of the differences in service 
given to each class of mail and to make their recommendations as to 
what the differentials should be in the way of charges against each 
class of mail. 

It was the recommendation of that committee that at the present 
time second-class mail, in recognition of the deferred service it gets, 
the lesser value, and other ratemaking factors, ought to pay 50 percent 
of its cost ; third-class mail currently Fought to be paying about ¥ 75 per- 
cent of its cost; and first-class mail ought to pay more than its cost, 
to the extent of the so-called discounts applied to the other classes of 
mail. 

The result came out approximately equal to the historical record of 
first-class mail. It showed that first-class mail ought to be paying 
about 130 percent of its bookkeeping cost and that was less than the 
ratio during the years from 1932 to the time of the war. So Congress 
has traditionally accepted that theory, and all we were doing was using 
our best judgment to express in mathematical terms the service differ- 
ences which are factors not ordinarily part of a cost-accounting system. 

The Cuatrman. I am not criticizing you. I just want to bring out 
why we have these differences in the deficits in the various classes. 

Mr. Stans. Well, I made that explanation for the purpose of assur- 
ing the committee that we believe that this is a substantial improve- 
ment in the presentation of the cost information. We think it should 
be helpful to the Congress to have this measurement. 

Now. if the committe believed, Mr. Chairman, that second-class 
mail should pay 60 percent of its cost instead of 50, or third-class mail 
should pay 90 percent of its cost instead of 75, then it would be prop- 
erly within the prerogative of the committee and the Congress, and cer- 
tainly the Post Office Department would accept it. 

We haven’t set this forth as an ironclad formula. It is our best 
judgment and subject to your own conclusions as to whether there 
is a better way of doing it. 

The Cramman. In other words, it might be 3314 percent; it might 
be 40 and it might be 50, and it might be 60. In other words, there is 
a great deal of guesswork i in that. 

Mr. Stans. You might reach an entirely different conclusion than 
wedid. This is our belief. 

The Cuarrman. In making up your table, did you take into con- 
sideration the first-class preferential treatment given newspapers ? 
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Mr. Srans. Yes; that was taken in in determining the average of 
50 percent. Some were getting better treatment than others. 

The Cuarrman. But you did not give any figures here with regard 
to breaking it down. 

Mr. Srans. Breaking it down to individual publications? No; we 
did not. 

Senator Yarsoroueu. You don’t have any table, either, giving the 
overall figure? The question Chairman Johnston asked. 

Mr. Srans. Yes; wedo. It appears in 

The Cuarrman. Table 101—A. 

Senator YarsorovucH. This volume is in the record here ? 

Mr. Srans. That is not in the record. 

The Cuatrman. That is not in the record. 

Senator Yarsoroucn. The single page ? 

The Cuarrman. I think that is before you on the table. 

Senator Cartson. Off the record. 

(Discussion off the record.) 

Senator Yarsoroucu. I am accepting the Department’s statements 
on this. I think they are being very fair about these answers. I am 
not questioning their statistics; I just want to develop them here. 

Now, Mr. Stans, on this second-class mail, your chart, the regular 
and preferential second-class mail shows that it is paying at this time 
$65.9 million a year and costs allocated to it are $318.4 million a year. 

Mr. Stans. Correct. 

Senator YarsorouGu. It is paying approximately—well, just very 
slightly over 20 percent of the cost of carrying at this time. 

Is that correct ? 

Mr. Stans. That’s on the average; yes. 

Senator Yarsorouen. And I believe you stated the Department did 
have a study showing what it would pay if it paid 50 percent of its 
costs ? 

Mr. Stans. That is correct. 

Senator Yarsoroveu. That the Department itself thought that 50 
percent of its costs would be fair ? 

Mr. Stans. That’s on the average; yes. 

Senator YarsoroucH. Do you have that chart? Would you put that 
in evidence at this time? 

Mr. Srans. Yes. It is included in the chart, sir, already in the 
record. It shows that if second-class mail paid 50 percent of its cost, 
it would have to be increased $101.7 million above present rates, unless, 
of course, the committee believes and finds that some part of that is 
a subsidy of one type or another. 

Senator YarsoroucH. It would still be a subsidy if it paid only 50 
percent of the cost, wouldn’t it ? 

Mr. Stans. We don’t think so. We think the 50 percent is not a sub- 
sidy but a difference in service, difference in the value of the service. 

Senator Yarsoroven. Well, you think it pays half of its own way, 
that it is not being subsidized ? , 

Mr. Srans. That’s right. If it pays 50 percent of its full cost, it is 
paying a proper price for the service it gets on the average. 

Senator YarsoroucH. Mailing a 3-cent letter, with that same reason- 
ing you could mail a 4-cent letter for 2 cents, couldn’t you? 

Mr. Summerrizvp. It gets preferential service. 
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Mr. Srans. It gets preferential service. Everything stops for that 
to move. 

Senator Yarsoroueu. Aren’t you coming back to cost of service? 
Aren’t you figuring cost here? 

Mr. Srans. That is correct. 

Senator Yarsoroucu. What difference does it make, with the thou- 
sands of dollars the Government spends, whether it spends it on air- 
mail, special delivery, or carrying it by truck? If you are going back 
to the money out of the taxpayers’ pocket, what is the difference 
whether it is preference or slow treatment? The basic cost is what 
we are talking about. 

Mr. Srans. It is the basic cost we are talking about. 

I would like to give you some illustrations. 

Senator Yarsorouen. The preferential mail is first-class mail if it 
is paying out everything it costs the taxpayers to pay it 

Mr. SuMMERFIELD. It is not. 

Senator Yarsoroucu. At4 cents you say it would? 

Mr. Summerrievp. It would. But you see, the cost of our handling 
that 4-cent mail exceeds the cost of carrying a similar piece of mail for 
lower grades. 

Senator YarsoroueH. This is your own determination. This is 
purely allocated, your table 11? 

Mr. SumMeErrieE.p. That’s correct. 

Senator YarsoroucH. You have determined yourself a fair alloca- 
tion of that cost ? 

Iam not questioning your allocation. 

Mr. Summerriew. The allocation is the exact cost. 

Senator YarsoroucH. That’s—you can tell exactly what each costs ? 

Mr. Summerrievp. That’s right. 

Senator YarsoroueH. If you can tell exactly what each costs, I fail 
to see—what was the statement about 50 percent ? 

Mr. SumMerrieLD. Take the preferential service on two letters— 
1 first class and 1 third class. One gets first-class service; the other 
gets service inferior to that. There is a certain value for this service 
that this 1 gets as against that 1 [indicating], and we try to evaluate 
that. 

It isn’t only that the cost of service and the evaluation made by the 
longtime members of the postal organization shows that; after all, we 
were following the traditional pattern of the Congress in setting the 
rates through the years. 

First-class mail traditionally has paid about 45 percent, and I think 
in 1 year it paid 65 or 70 percent, above its allocated cost. That was 
the accepted practice for years. 

We just went one step further; we tried to put it down in chart form, 
an explanation in percentages of what the Congress had already been 
doing, sir. 

Senator Yarsoroucu. Well, has Congress ever declared this pol- 
icy in law that we will let these certain classes operate, that we are 
willing to carry 

Mr. Summerrtevp. They haven’t spelled it out in law, but what 
they have done, they have spelled it out in practice. 

Senator YarsoroucH. Now, on your chart No. 1, Mr. Stans, you 
have here what rates would be on second-class mail, what rate it would 
take to yield $33 million. 
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Mr. Srans. That is correct. 

Senator Yarsorouen. Increase over the present. 

Would you prepare us a chart showing that, what that rate would 
be for second-class mail bearing 50 percent of the cost of the han- 
dling ? 

Mr. Stans. What raise we would have to put into effect to recover 
50 percent ? 

Senator Yarsoroucn. Yes. 

Mr. Srans. We will prepare a suggested table on that effect; of 
course, it could be applied in different ways. 

Senator Yarsoroucu. Using your allocated cost for $318.4 mil- 
lion on your chart 11, actual cost of handling second-class mail, you 
will prepare it for us? 

Mr. Srans. Yes. 

Senator YarsoroucH. Now, over to your third-class mail, your chart 
No. 16, you show on that chart that it costs $471 million, $471.9 mil- 
lion, to handle third-class mail. 

Mr. Stans. That’s correct. 

Senator Yarsoroven. And of that, $266 million is recovered in 
cost ? 

Mr. Stans. That is correct. 

Senator Yarsoroven. And the $205 million is lost each year with 
the present volume of mail? 

Mr. Stans. That is correct. 

Senator Yarsoroueu. And what percentage of that $205.9 million 
lost every year do you propose to recover in the rates you propose ? 

Mr. Stans. We propose to recover $128 million of it. 

Senator Yarsoroven. And what percentage would that be out of 
the taxpayers’ pocket to handle the balance of the third-class mail? 

Mr. Srans. It would mean that the third-class mail would be paying 
approximately 80 percent of its cost. 

Senator YarsoroueH. And about 20 percent of this cost of $471.9 
million would be coming out of the taxpayers’ pockets for other-—— 

Mr. Srans. I don’t say it that way. That 20 percent, or $90 mil- 
lion, would be the difference in cost granted to that class of mail by 
reason of the deferred service that it receives. It would be the lower 
price it would pay because it gets secondary treatment. 

Senator Yarsoroucn. Well, does it cost this much, $471.9 million, 
to handle it ? 

Mr. Stans. Yes. I would like to explain what it means, what we 
mean by cost. 

Cost is allocated to each class of mail in accordance with the use 
which it makes of the postal people and facilities. In other words, 
the proportion of time that it takes of our people and the space it 
takes, and all the other factors, measured under cost-accounting prin- 
ciples. 

Now, here are some of the things that a cost-accounting system 
can’t take into account. We have a great many postal employees 
who work in the evening. They get a 10-percent differential in pay. 
Now, when they finish the first-class mail, they finish out their shifts 
by working third-class or second-class mail. So second-class and 
third-class mail are charged with part of that night-differential 
premium that employees get for working at night. 
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Now, the only reason we work at night, is because we have to 
handle the first-class mail. We wouldn’t have a night shift at all 
if we didn’t have to move the first-class mail to its destination the 
next day. We would work on an 8-hour day, and we would handle 
the mail as it came in. 

Now, it is our position that the entire cost of that night-shift 
differential really belongs against first-class mail when it comes 
to fixing rates. While the procedure of accounting is proper in 
charging some of it on a use basis to second and third class, it should 
actually be reversed in fixing rates to recognize the priority that first- 
class mail gets. 

Now, that’s just one illustration. There are many more. 

Senator Yarsoroucu. Does this $471.9 million include some of the 
cost of the night shift ? 

Mr. Stans. Exactly. That is correct. 

Senator Yarsoroucu. And if that were done in daytime, it would 
be 10 percent less than that ? 

Mr. Srans. That is correct to that extent. 

Senator Yarsoroucu. So your 80-percent cost that you compute 
that you think should be recovered—I believe that’s your testimony, 
you think 80 percent 

Mr. Srans. 75 to 80. 

Senator YarsoroucH. Seventy-five percent of the cost of third- 
class mail should be recovered; your theory is the remaining 25 per- 
cent should not be recovered because you are utilizing the personnel 
at night whom you wouldn’t have to have there but for the first-class 
mail service ? 

Mr. Srans. Exactly right. 

Senator Yarsoroucu. And so is this rate proposed for first-class 
mail enough if enacted into law to recover 75 to 80 percent of the 
cost of the third-class mail ? 

Mr. Stans. Yes; it is. 

Senator Yarsoroucu. Is that true of the second-class mail rates? 

Mr. Srans. No; the second-class mail rates wouldn’t recover 50 
percent. 

One of the reasons it doesn’t recover half is this difficult problem 
Mr. Brawley mentioned a little while ago of the low minimum piece 
rate. We have an eighth of a cent a piece as minimum. We pro- 
pose to raise that to a quarter because we feel that is the maximum 
those publishers can stand at this time. 

Now, in the meantime, very clearly the difference that they don’t 
pay is some form of subsidy, and therefore we didn’t try to raise the 
rates to the full $101 million that would be necessary for them to 
pay 50 percent of cost. That’s one of the factors. 

enator YarsoroucH. I believe you have already given us a 
statistic about airmail. I unfortunately couldn’t hear it because of 
noise in the hall. 

I would like to ask you that again. What is the volume of airmail? 
I don’t have achart showing that. Do you have that revenue from air- 
mailthere? A chart showing that? 

Mr. Stans. The volume of airmail is about a billion and a half pieces 
a year. 

Senator YarsoroucH. I mean in monetary value. 
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Mr. Srans. In dollars? A billion and a half pieces. In dollars it 
is $140 million a year revenue. 

are YarsoroucH. Does that include 3 cents or is that the full 6 
cents 

Mr. Srans. That is only that which pays the full airmail rate. 

Senator Yarsoroueu. Is it self-sustaining? Does it bring in 
enough to pay the cost of handling, the expedited handling 
through terminals? The airmail rate? 

Mr. Stans. Again it brings in enough to pay the allocated cost but 
it does not bring in enough to cover the additional cost it should pay 
for the premium service it gets. 

Senator Yarsoroven. What would it take by airmail postage to pay 
its actual cost with expedited handling you give? 

Mr. Srans. Another $15 million above what it now pays. 

Senator Yarsoroueu. Would the 7-cent rate do that ? 

Mr. Stans. The 7-cent rate does that. 

Senator YarsoroucH. Would it pay its way under your cost-ac- 
counting system and allocation system? Would airmail pay its way at 
7 cents ? 

Mr. Stans. Yes; it would. 

Senator YarsoroucH. I would like to ask the Postmaster General 
if he has given any consideration, if the Department has, to a 1-cent 
postage correspondence card, go for 1 cent printed perhaps in a — 
arate color for identification, sold only by the Post Office, legal only 
where written out in longhand; not legal for any typewritten, litho- 
graph, mimeograph, or other message, solely so that people of low 
means may buy a post card and write a handwritten message; legal 
for use only if handwritten entirely ? 

Mr. SumMerrtetb. No; we have not. 

Senator YarsoroucH. Has any study been made? 

Mr. SuMMERFIELD. Not tomy knowledge. 

Senator YarsoroucH. There have been proposals and I wonder if 
the Department has made any study of that. 

Mr. Summerrievp. Not tomy knowledge. 

Has it? 

Senator Yarsoroucu. Would it be feasible? Do you have an ex- 

rt, Mr. Postmaster General, to whom you coudd assign study of that 

or feasibility, a 1-cent correspondence card sold only by the Gov- 
ernment in post offices and solely legal for handwritten messages in 
their entirety ? 

Mr. Srans. I would like to answer that in this way: It would be 
feasible to have such a card but I can’t see any basis in which the cost 
characteristics would be different from a regular postcard, because 
of the fact it was handwritten, and our cost of handling the post- 
card runs 3e¢entsnow. SolIam sure it would require 3 cents to handle 
such a card. 

Senator YarsoroucH. Well, certain pieces have subsidy for—I am 
thinking now of newspapers and magazines, they don’t pay their costs. 
1 am thinking about these old-age pensioners that draw about $33 a 
month and can’t get by on that. Give them a way to send messages to 
relatives. 

There would be a limited use because I believe your testimony shows 
the biggest users of postcards is business. What percentage of post- 
cards is by business ? 
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Mr. SumMeErrFIe.D. I think about 75 to 80 percent. 

Senator YarsoroucH. This would have a limited use because very 
few people would sit down and laboriously write out these postcards 
by hand. 

"Mr. Srans. Well, there would be no reason why the committee or the 
Congress couldn’t fix a 1-cent rate for such a card. We would hope, 
if you did that, you would identify it as a subsidized card so that we 
could be reimbursed from the Treasury for the difference and not 
have that difference included in our loss or charged against the other 
mails. 

Senator YarnoroucH. Well, do you prepare a chart for the subsidies 
for the Treasury to reimburse you for loss on newspapers and maga- 
zines so that won’t be charged as a loss against the Department 4 

Mr. Srans. We have a bill before the House and one before the 
Senate to identify all of the subsidies rendered by the Post Office 
Department and we would very definitely hope that that can be 
passed. 

Senator Yarsoroven. Could this card be put in the same bill? 

Mr. Srans. Yes, if you want to do it; yes. 

Senator Yarsoroucu. It would be feasible, would it not, from 
the standpoint of practicability, to have such a card ¢ 

Mr. Srans. Yes. 

Mr. SumMERrFIELD. There might be some claim of discrimination on 
the part of some, I might add. 

Senator Yarsorouen. I am speaking of feasibility. 

Mr. SUMMERFIELD. Yes. 

Senator YarsoroucH. Whether you can handle it. Distinct cards 
with that limitation, couldn’t be typewritten, any way other than 
handwritten. 

Mr. SumMerrre.p. You might have a little trouble distinguishing 
between handwriting and some of these new mechanical means of 
writing what appears to be handwritten. I think it would be some- 
thing to explore. 

Senator YarBorouGnH. I have no further questions. 

( Discussion off the record.) 

Mr. Brawtey. Mr. Stans, I want to follow up one question that 
Senator. Yarborough asked you. I think he asked you if it were cheaper 
to handle Life and Time magazines than any other magazine. I think 
you said “No.” 

Mr. Stans. I don’t recall the question in that form. 

Senator YarrorouGcu. I don’t believe I mentioned Time. The only 
one in this record of the House discussion was Life. 

Mr. Brawtey. How about Life magazine? 

Mr. Srans. I thought the question was whether it would be approxi- 
mately equivalent for the same characteristics to handle as any other 
magazine, and I said ,“ Yes,” I thought it would be. 

Mr. Braw ey. In other words, if I understand that answer, it costs 
you almost the same, practically the same, to handle Life magazine 
as any other magazine of similar size? 

Mr. Stans. Of similar size and density and service and distribution, 
and so forth; yes. 

Mr. Braw ey. I believe the House committee suggested recently 
that you institute zoning regulations with the statement that it would 
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probably be a net saving of approximately $5 million for the firs‘ 
copies. Do you have any information on that 4 

Mr. Srans. Well, we are still studying that matter. It would save 
more than $5 million. We are not quite sure how much, but $5 mil- 
lion was the estimate of the first year’s saving, which wouldn't be as 
great because it wouldn’t be in effect a full year. It would be some- 
what more than that, perhaps $10 or even $15 million savings after 
we had it fully in effect. 

Mr. Brawtey. Does Life magazine now zone its mail ¢ 

Mr. Srans. Life and its associated publications now zone their 
mail. That includes Time and Fortune. 

Mr. Brawiey. How coud you save $15 million by requesting th» 
other magazines to zone their mail if it doesn’t save you any money 
handling Life magazine over the other magazines? 

Mr. Srans. It does. I said that for the same characteristics of 
transportation, service, and all the rest, I thought Life would cost the 
same to handle as any other. Certainly Life performs a function 
many others don’t do and to that extent it costs us less. 

Mr. Brawtey. You say it does cost you less to handle. 

Mr. Srans. It costs us less, yes, by reason of the service the pub- 
lisher performs. 

Mr. Brawtey. I didn’t understand that. I thought you said it cost 
you the same. 

Mr. Stans. I am sorry, I was answering the question of whether 
our computations of cost on Life would be eee in relation to the 
cost of other publications of the same characteristics and service, and 
I said, “Yes.” 

The Cuarrman. I believe in your cost ascertainment tables on see- 
ond class, the reason you reduced that 50 percent is because it wasn't 
getting preferential treatment. Is that the reason ? 

Mr. Stans. Excuse me, I didn’t get that question. 

The Cuarrman. Second class, in your change in your cost-ascertain- 
ment table, you cut that about 50 percent. Why did you do that? 
Because it was not getting preferential treatment? 

Mr. Stans. Yes, because the bulk of it was not getting preferential 
treatment. 

The Cuamman. Why, when you begin to shuffle it up, I notice here 
that you shuffle some of it into fourth class. 

How did it get down into fourth class? You don’t give it any 
better treatment, do you? 

On third class, it was changed also. 

Mr. Srans. I am sorry, but there is no reallocation of cost to fourth 
class for service factors. 

The Cuamman. Adjusted cost here, you have it over here on column 
8,on table 100. All those classes are changed there. 

Mr. Stans. Fourth class 

The CHarrMAn. Expenditures, then you come over there. 

Mr. Stans. Fourth class, $626 million. 

The Carman. What’s that? 

Mr. Stans. Fourth class mail is shown at a cost of $626 million, 
but in column 7—— 

The Cuarrman. That’s your adjusted ¢ 

Mr. Stans. Yes. 
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The Cuarrman. Adjusted cost. 

Mr. Srans. But column 7 shows, Mr. Chairman, that there was no 
entry against fourth-class mail for ditferences in service. 

The Cuairman. Why the difference, $626 million and $607 million, 
that appears there ? 

Mr. Srans. Well, that’s shown in columns 3, 4, and 5. You will 
notice $29 million is charged against fourth-class mail for costs paid 
by other agencies, in column 3. That’s the retirement cost and the 
workmen's compensation cost, and similar items. 

The CuHamman. But I notice there in third class, let’s see, in- 
tangibles, you put it as $124 million under the third-class mail. 

Mr. Srans. Yes, but you will notice right below that that there is 
no charge against fourth-class mail for service factors. 

The Cuatrman. I know that. Why do you put all that in third- 
class mail 

Mr. Srans. Because $124 million is 25 percent of the cost of third- 
class mail determined by the allocation of our expenses, and this is 
the procedure by which we reduce that to 75 percent. In other words, 
that’s the 25 percent differential that we take off. 

The CHaimman. Now, if you had not changed the cost ascertain- 
ment that you had up to this time, you would have shown a surplus 
on table 100 of approximately $35 million properly in first-class, isn’t 
that right ? 

Mr. Srans. No; we would have shown a loss of $29,864,000 in 
column 6. 

The CuHarrmMan. Yes. 

Mr. Stans. First-class mail. 

The Crarrman. But you have there the allocated budgetary ex- 
penditures. You subtract your revenue from allocated Tadbelery 
expenditures, and you have $35 million. 

Mr. Stans. Yes, but you will notice there are other figures in col- 
umns 3 and 5 that are called nonbudgetary costs. In other words, 
some costs—— 

The CHatrman. How do you charge against yourself if it isn’t 
charged to you? 

Mr. Srans. Because it is part of the cost of carrying the mails, Mr. 
Chairman. 

The CuarrmMan. But at the same time you are getting a deduction 
in your expenses, aren’t you? That’s not supposed to be charged to 
you now ¢ 

Mr. Srans. Under the provisions of the Retirement Act amended 
last year, retirement cost 1s not supposed to be charged for the pur- 
pose of fixing postage rates. We are charging it here for the pur- 
pose of showing our cost of handling the mail. 

The Carman. Yes, but up in first class, you don’t charge that 
under first class ? 

Mr. Stans. That’s included, pro rata. 

The Cuarrman. You charged that all down under third class. 

Mr. Stans. Oh, no. 

The CuatrmMan. You have got your $124 million there. 

Mr. Srans. That $124 million is for the service difference, Mr. 
Chairman, on third-class mail. It is not the retirement cost; deduct- 
ing $124 million brings our third-class charge to 75 percent of our 
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allocated cost because it doesn’t receive the same service as first-class 
mail gets. 

Senator Cartson. I thought, Mr. Chairman, at one time I could 
understand that, but I have quit. 

Mr. Summerrievp. I will put it very simply for you. We have 
attempted here to put down in percentages and apply them to the 
various classes of mail the very thing that the Congress has done in 
fact, by the passage of legislation affecting postage rates over the 
years. Only we put it down to clarify things and not to confuse it. 

The Cuatrman. You have put that in there and you are adding that 
in here I note. 

Mr. Srans. That is correct. 

The Cmatrman. Although the Government and the Congress of the 
United States has passed laws that that is not a part of the Govern- 
ment—I mean post office—that you should pay for; isn’t that so? 

Mr. Srans. Mr. Chairman, we are asking that that provision that 
retirement costs be excluded in fixing postage rates be repealed in this 
bill. That’s part of the provisions of this bill. 

Senator YarsoroveH. You mean after that provision, this retire- 
ment cost not be charged against you, that that be repealed ? 

Mr. Srans. They should be charged against us, but we are asking 
that the limitation be repealed so it will “be included in fixing postal 
rates. 

Senator YarnoroucH. In these charts prepared and presented today 
on the cost of postal service, have you included the cost of retirement 

ay? 

, Mr. Stans. Yes, sir. 

Senator Yarsorovew. Although the law says they will not be 
included ? 

Mr. Srans. That is correct, because we are asking for a repeal in 
this bill. 

Senator Yarroroves. You are including what it would be if the 
law were passed that you wanted passed, instead of what it is actually 
today 

Mr. ABS That is correct. 

Senator YarsoroucH. Would you prepare new charts and show 
what that would be if you took the retirement out ? 

Mr. Srans. It is in the chart in the record, sir. 

Senator YarsoroucH. Where? 

The Cuatrman. Then if they appropriate all the money you want 
here plus what they have taken out, too, you would have that much 
surplus; isn’t that true? 

Mr. Srans. I don’t follow the question, sir. 

The Cuatrman. In other words, the Government has set this aside 
and said this is not charged against Post Office. Then if you ask 
appropriations according to this, you would have that amount on top 
of your appropriations ? 

Mr. Stans. Mr. Chairman, if this is not included 

The CHamman. That’s true; isn’t it ? 

Mr. Srans. I don’t understand the question, I am sorry. 

The Cuatrman, The way you have your table set up here you also 
are charging against the Post Office Department all these things that 
Congress of the United States has set aside and said they shall not 
be char ged to you. 
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Mr. Srans. Mr. Chairman, the Retirement Act of last year requires 
us to pay 644 percent of our payroll to the retirement fund and in- 
clude it in our costs. The only thing the bill says is that it shall not 
be included in the cost for the purpose of fixing postal rates, but it is 
in our expenditures and it is in our budget. 

Mr. SumMerrtievp. And we do pay it out. 

Mr. Srans. I would like to ask a question if I may. 

The CHatrmMan. Yes. 

Mr. Srans. Is it the opinion of the chairman or the committee that 
retirement costs paid to present or past employees are not a cost of 
carrying the mails? 

The Cuatrman. It is not a cost of carrying the mail, no more than 
it should be the cost of any other department. Other departments 

Mr. Srans. Each way, less than a cent an ounce and less than a 
part that the Government of the United States pays to balance off 
their pro rata share of carrying on the retirement. 

Mr. Stans. May I point out, sir, in the case of any other corpora- 
tion in the United States, that the cost of retirement is a cost of doing 
business, and that the American Institute of Certified Public Ac- 
countants in a publication in September 1956 says, and I quote, that— 
All of such costs are costs of doing business incurred in contemplation of present 
and future benefits, as are other employment costs, such as wages, Salaries, and 
social-security taxes. 

I find it a surprise and a shock to me to hear that it isn’t a cost of 
doing business. If we didn’t carry the mails, we wouldn’t be retir- 
ing any people. 

Mr. Brawtey. Mr. Stans, this money has been paid by other sourges 
for 35 years, with the exception of the Post Office Department. You 
have never attempted to include this in cost until Congress, just 2 
years ago, attempted to devise some ways and means to get the admin- 
istration to get appropriations into the retirement fund. And I think 
that’s what the chairman is trying to tell you, that they didn’t mean 
for this item to be a cost of operating; it was a device to get money 
appropriated to the retirement system. It failed to have been appro- 
priated for 4 years. 

The Cuatrman. If we had not directed this payment by legislation 
in order to force the present administration to pay for its share of the 
retirement costs, you would not have this item to contend with, would 
you? 

Mr. Stans. Yes, but it would 

The CrarrMan. You wouldn’t have it here and 

Mr. Stans. Yes, we would, Mr. Chairman. 

The Cuarmman. You wouldn’t take that into consideration ? 

Mr. Srans. Yes, we would, Mr. Chairman. 

The CuatrMan. You never have in the past. 

Mr. Srans. We had it in our cost ascertainment before that limit- 
ing provision was passed. And in my opinion, sir, it is a part of 
the cost of carrying the mails, whether the Post Office Department 
pays it or not. 

The Cuarrman. In other words, then, your position is that the Gov- 
ernment itself should not pay part of it but each department ought 
to make up and match these funds for retirement ? 

Mr. Srans. Well, what other departments do in recovering—— 
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The Carman. Do any of them raise any revenues to pay it? 
Don’t they all take it out of the generalfund? — 

Mr. Srans. They all pay it out of the budget. 

The Cuarrman. Out of the budget which comes out of the general 
fund? Yours comes out of the general fund, too / 

Senator Yarsoroucu. Does the Defense Department pay its retired 
personnel, Army and Navy, out of their budget / 1 

Mr. Srans. They make their contribution to the fund and charge 
that against their budget; yes, sir. 

The Cuarmman. They all pay it. It comes out of the general taxes 
of the United States and not out of any particular departmental 
budget. , 

Senator Yarsorovues. Back to this table, I don’t believe this is 
numbered, you handed in some separate sheets not in your numbered 
collection. 

Mr. Stans. That’s right. 

Senator YarsorouGH. This is one entitled “Summary of Allocations 
of Revenues and Costs, Classes of Mail Services, with Computations 
Necessary to Reflect Factors Not Carried in Post Office Department 
Accounts, Fiscal Year 1956.” 

I am reading that long title to identify this chart that you have 
placed in evidence here. 

Mr. Srans. Yes; I did. 

Senator Yarsoroucu. Now, that shows a computed deficit of 
$603,300,000 ; does it not ? 

Mr. Stans. In 1956. 

Senator YarsBoroucu. 1956. What part of it was retirement paid to 
employees ? 

Mr. Stans. $125 million. 

Senator YarsoroucH. So if you took that $125 million off that the 
Congress said should not be computed as part of the cost of service, 
furnishing mail service to people, your computed deficit would be $603 
million less $125 million—what would that be ? 

Mr. Stans. $478 million. 

Senator Yarsoroucn. $478 million. It would be $132 million less 
than the figures that have been exhibited here today; is that not 
correct ? 

Mr. Stans. Yes. Actually our deficit was $515 million, but we have 
to take out the subsidies and public service costs in column 4, because 
we don’t believe they should be charged against the users of the 
mail. 

Senator Yarsorouen. For 1956. You have already taken that out 
and got down to $468 million. This is sheet No. 6. 

Mr. Stans. That is correct. 

Senator Yarsoroucn. In Postmaster General Summerfield’s testi- 
mony ¢ 

Mr. Stans. That’s right. 

Senator YarsBorover. You have already cut that, but you did not 
take out the $125 million there ? 

Mr. Srans. It is included; the $125 million is included in the table 
you are referring to; yes. 

Senator Yarsoroven. $125 million is included in this actual deficit 
of $468 million ? 
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Mr. Srans. It is not included in the table in chart 6 of the Postmaster 
General. 

Senator YarsoroucH. You had already taken that out? 

Mr, Stans. That is correct. 

Senator Cartson. Mr. Chairman, I didn’t want to break in when 
Senator Yarborough was asking the questions on third-class mail. 

How many pieces did you carry ? 

Mr. Stans. Fifteen billion roughly. 

Senator Cartson. Fifteen billion of third-class mail, and they pay 
an average of what 4 

Mr. Stans. For third-class mail ? 

Senator Carison. Average rate based on receipts, what is the aver- 
agerate? Justroughly. You can correct the record. 

{ just want some idea because it must be very substantial for that 
volume. 

Mr. SummMerrietp. I would like to say for the record, Senator 
Carlson, that we feel that third-class mail, continuance of it, is abso- 
lutely essential, for economy. 

Senator Cartson. I am sure we do. I am sure we all do. 

Senator Yarsoroucu. Mr. Summerfield, you don’t feel this increase 
recommended by the Dep: ——e will substantially operate to any sub- 
stantial detriment to third-class mail, do you? 

Mr. Summerrrevp. No, I do not, sir. I think it will bring back : 
more selective use of it which would be more effective, and I can speak 
with some authority in that regard because I have had that experience 
with it. 

Senator YarsoroucH. Would you say if this increase went through 
that would wreck the third-class service ? 

Mr. Summerrietp. I have heard those statements and read the 
records back for many, many years, and the same claims have been 
made by the same people over and over again; but it never has come 
about. 

Senator YarsoroucGH. Your judgment, then, is those claims you 
would put them out of business are unsound ? 

Mr. Summerrievp. I think they are positively ridiculous. 

Senator YarsoroucH. Do you think you would have a continued 
increase in the volume of third-class mail, not only hold at the present 
level but increase in volume? Industrial ? 

Mr. SummerFiew. I can’t forecast a change in the economy, but I 
can’t see where this increase in rate would substantially reduce the 
volume of third-class mail if the present high rate of employment 
continues to exist in this country, which I think it will. 

I see no serious hardship to any of the users of mail because of 
the rate increases we have requested i in this legislation. Had we felt 
that we were going to seriously injure any segment of the economy 
by these rates, then we would have asked for less. 

Mr. Stans. May I answer Senator Carlson on the average revenue 
on third-class mail: chart 15, accompanying my testimony, shows that 
the average revenue per piece of third-class mail is 1.8 cents. 

Senator Cartson. Thank you. 

Mr. Brawtey. Mr. Stans, T wonder if I may turn to another subject. 
I think it is a rate subject, Public Law 199. On two different occa- 
sions you have addressed letters to the chairman of the committee 
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suggesting strongly that some changes should be made in Public Law 
199. Do you now have any concrete proposals to make ? 

Mr. Srans. Mr. Brawley, our suggestion is that Public Law 199 is 
somewhat difficult to administer and somewhat of a nuisance to the 
public, because of its discrimination features. We think it would be 
in the best interest of the Government and the patrons if we could 
have uniform limits on size and weight. In other words, the size of 
the parcel we could accept or the weight of the parcel we could accept 
should be the same in every post office in the United States. 

We have not recommended what those limits should be. We prefer 
to have the Congress hold hearings on that and make its determination 
as to which would be in the best interest. 

The Cuarrman. Have you worked up any information on that, 
what measurements should be and what the weight might be? 

Mr. Srans. We have no specific recommendation. We have a great 
deal of information as to how many parcels fall in each category of 
size and weight. 

Mr. Brawey. What is the average size? 

Mr. Stans. The average size? 

Mr. Brawtiey. Yes. 

Mr. Srans. It is relatively small, less than 6 pounds. 

The Cuarrman. What amount is under 40 pounds? 

Mr. Srans. Under 40 pounds? My recollection is that over 98 
percent is under 40 pounds. 

The CuarrmMan. What percent would you say is under 84 inches? 

Mr. Stans. I can’t answer that. 

The CuHarrman. At one time that was the law and you could tell 
by what percentage it was running over a term of years. It was pos- 
sible to arrive at a close estimate. 

Mr. Srans. Our statistics are all in pounds. We have no statistics 
in terms of inches. We didn’t keep any statistics, Mr. Chairman, on 
how many parcels were 84 and how many were 72 and how many 
were 60 inches. 

The Cuarrman. I see. 

Mr. Braw ey. In other words, you would not want to recommend a 
size and weight ? 

Mr. Srans. There are a great many differences of opinion on that, 
a great many different interests involved. We think the subject could 
best be resolved by the committee holding hearings and finding out 
by that process what would be in the best interest of the public. But 
our urge, our appeal, is for uniformity because we have situations, 
sir, where a post office changes classification on July 1, and a patron 
who came in and could mail a 25-pound parcel on June 30 has to be 
turned away on July 1 because it became a first-class post. office. 
People don’t understand that sort of thing. And there are many 
similar distinctions that are very difficult to administer and very irri- 
tating to the public, I must say. 

The Cuamman. When you go into the post office, then, to send 
a package close to the limit, the agent has to look up where it is 
going to? 

Mr. Srans. The clerk has to know whether it is going to a first- 
class office or some other type of office. 

Mr. Summerrievp. And he uses his tape measure. 
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Senator Yarsoroucu. Mr. Stans, on this “red tag” treatment of 
paper, do you have any studies or any statistics on what percentage 
of volume of newspapers go through the mail are red- -tag papers as 
contrasted with the volume of papers delivered by carriers, papers 
delivered by carriers in the employment of the papers not using postal 
service? What percentage? 

Mr. Srans. No; only this, that the number of newspapers going 
through the mail ‘service is very small compared with those carried 
by their own carriers. 

Senator Yarsoroven. If you get the papers w ith red-tag treatment, 
isn’t it getting preferential treatment over papers delivered by carriers 
that don’t use the post office as sole means of delivery? 

Mr. Srans. It is pretty hard for us to, say, compete in service with 
the newspapers that deliver by carrier right off the press. So the 
newspapers we deliver aren’t getting better service than those deliv- 
ered by the carriers of the paper. 

Senator Yarsoroucu. Some papers don’t use carriers at all? 

Mr. Srans. I suppose that’s true, particularly country newspapers. 
That’s right. 

Senator Yarnoroveu. Iam thinking of city newspapers. 

Mr. Svans. I don’t think there would be many city newspapers 
in a city of any size that don’t have most of the circulation delivered 
by their own carriers. 

Senator Yarsoroucu. I was reading a transcript, page 13243, of 
the House committee where Mr. Hemphill was discussing the status of 
the Wall Street Journal. 

Does the Wall Street Journal use carriers at all for delivery ? 

Mr. Srans. I don’t know, but I assume most of its circulation goes 
by mail, although a great qu: antity is sold on newsstands. 

Senator Yarsoroucn. Did I ‘correctly understand the chairman’s 
question and your answer that the cost of delivery through first-class 
mail in the same city would be one-eighth of a cent per copy ? 

Mr. Stans. No, sir; I don’t recall any such question. 

Senator Yarsoroucu. Well, there was a question about one-eighth 
of a cent and are any papers which receive this red-tag treatment 
delivered for that low a cost? 

Mr. Srans. No; I said I doubted very much whether there were 
any publications that paid the one-eighth cent minimum that received 
the preferential service. 

Senator Yarsoroucu. There is an 80 percent. What would you 
estimate the average charge to be of the papers over the country 
that receive the red-t: ag treé atment ? 

The Cuatrman. That’s per ounce? 

Senator YarBorouGH. Yes; per ounce. 

Mr. Stans. I don’t know how to—it would be less than a cent, 
now how less I don’t know. 

Senator YarsoroucH. Less than a cent per ounce of newspaper? 

Mr. Srans. Each way, less than a cent an ounce and less than a 
cent a newspaper. 

Senator Yarsoroucu. Less than a cent for the whole newspaper ? 

Mr. Srans. Yes. 

Senator Yarnoroucu. That’s all the questions I have, Mr. Chair- 
man. 
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Senator Carson. I think it has been a very good hearing. 

The Carman. I want to thank you, Mr. Summerfield and your 
staff, for appearing before us. 

Due to Judiciary Committee commitments, it is impossible for this 
committee to meet Monday. If it is convenient to the other Senators 
and all concerned, we will resume hearings on Tuesday at 10 o'clock. 

Senator Cartson. We will proceed as rapidly as possible. 

The CuatrMan. Yes, Senator Carlson, we will. 

Senator Yarrorouen. Mr. Chairman, I desire to express my appre- 
ciation for the Postmaster General and his staff and their willingness 
to stay until the hearing was thoroughly completed, and they didn’t 
try to plead they were too busy for the committee to go into it fully. 

The Crarrman. I would like it understood the reason for my ques- 
tions pertaining to cost ascertainment and other matters. T have 
been a great advocate of not charging to the Post Office items that 
Government as a whole should pay. If we can pass an equitable rate 
bill I think it would be the best thing for all concerned. We will all 
know where we stand. 

The committee is about ready to report on a general postal policy. 
I don’t want you to think that is being used to slow down action on 
a rate bill. However, it is my firm conviction that Congress must 
write a policy for all to follow. 

Senator Cartson. I move we adjourn, Mr. Chairman. 

The CuarrmMan. The committee is adjourned. 

(Thereupon, at 5:10 p. m., the subcommittee was adjourned, to 
reconvene at 10a. m., Tuesday, August 20, 1957.) 
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TUESDAY, AUGUST 20, 1957 


Unrrep States SENATE, 
CoMMITTEE ON Post OFFICE AND CrviL SERVICE, 
SuBcoMMITTEE ON Postat Rartss, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 135, Senate Office Building, Hon. Olin D. Johnston presiding. 
Present: Senators Johnston (chairman of the committee), Carlson, 
Scott, and Yarborough. 
Also present: H. W. Brawley, executive director, and Frank A. 
Paschal, professional staff member. 
The CuHarrmMan. The committee will come to order. 
Mr. Horace H. Nahm is our first witness. Mr. Nahm, you may 
proceed as you wish. 


STATEMENT OF HORACE H. NAHM, PRESIDENT, HOOVEN LETTERS, 
INC., NEW YORK CITY, AND PRESIDENT, ASSOCIATION OF FIRST 
CLASS MAILERS 


Mr. Naum. My name is Horace H. Nahm, of Long Ridge Road, 
Stamford, Conn. I am president of Hooven Letters, Inc., of 352 
Fourth Avenue, New York, N. Y., a mailing service and printing 
organization established in 1917. I am appearing today as president 
of the Association of First Class Mailers, a membership organization 
dedicated to protecting the interests of the users of first-class mail. 

I am a director of the Advertising Club of New York, a past di- 
rector of the Direct Mail Advertising Association, the American In- 
stitute of Graphic Arts, and past president of the Mail Advertising 
Service Association of New York. I list these to show that I have 
been continuously interested in the use of the United States mails, 
both in its use by the private citizen and by business for advertising 
and general communication purposes. 

We wish to protest the proposed increase in first-class postage rates. 
The annual cost-ascertainment figures published for many, many 
years in its present form have shown an excess of revenue over ex- 
penditures without qualification by the successive Postmasters General. 

The latest available figures—may I interject that, when I prepared 
this statement, the new figures weren’t available. The figures I am 
using are the old ones, but the newest figures maintain the same ratio, 
so the essential things are true. 

The Cuatrman. That is, the cost ascertainment was secured and 
figured out in the same way ? 

Mr. Naum. Yes, sir. 

The Cuarrman. But they have changed that now ? 
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Mr. Naum. They have changed that. The latest available figures 
published by the Post Office, fiscal year 1955, table 100, show excess 
of revenue over expenditures of $62,325,144. When the figures for 
fiscal 1956 are finally released by the Post Office, we believe they will 
show a similar excess of revenue over expenditures. 

Throughout the years when the annual reports were issued, first-class 
letter mail has always been credited with bringing a large profit to the 
Post Office Department. This profit was in the end dissipated by losses 
in other classes and in the nonpostal services and basic, inherent, non- 
businesslike practices of the Post Office Department. But this end 
result does not justify an increase in first-class rates. 

May I digress for one moment to insert a statement that no personal 
criticism or comment is intended relative to our present Postmaster 
General, Mr. Summerfield, or his capable Deputy, Mr. Stans. Both of 
them and their staffs have worked to the best of their abilities to reduce 
costs within the confines of congressionally approved practices. My 
disagreement with their objectives and presentations on ratemaking 
does not imply criticism of their ability or integrity. They are the 
victims, I believe, of a terminology and philosophy that does not prop- 
erly evaluate the true interest of the public in general and the users 
of the mails in particular. 

Let me repeat. Over the years, the Postmasters General have re- 
ported first-class mail to be the big profitmaker of the Department. 

Now, however, in the House testimony of the Deputy Postmaster 
General, in his chart No. 2 and his testimony on page 5 and following, 
he introduces a new factor in column 6, titled ”Estimated reallocations 
of cost for intangible factors.” 

His testimony, however, reveals no mathematical validation for this 
estimate ; $316,300,000 is arbitrarily added to first-class costs and, as 
a result of this, his figures show a deficiency in revenue of $346,200,000. 

May I return for a moment to the synthetic Reallocation-of-cost 
figures of this chart No.2. It is followed by a minus or negative figure 
of $167,600,000 for second-class mail to be credited to this class. Again, 
this synthetic credit figure is unsupported by any statistics or discus- 
sion to show how it was arrived at. However, an excess of expendi- 
tures over revenue of $252 million on the long-established accounting 
method is actually revealed by this line. 

The juggling of figures which has taken place by these purely imagi- 
nary statistics flies in the face of these facts revealed by the published 
1955 figures. Observe these facts in evaluating this proposed reallo- 
cations of cost to the drastic detriment of first-class mail. 


For the entire Department 
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Compared to second-class mail, first-class mail brings 15.2 times the 
revenue, represents one-third the total weight, 3.6 times the revenue 
per piece, one-fourteenth the weight per piece, and 50 times the reve- 
nue pound, yet, by some unrevealed formula, the proposal is to loan 
$316,200,000 additional costs to first-class cost figures and subtract 
$167,600,000 for second-class cost figures. In the third-class mail, a 
negative figure of $124,900,000 is subtracted from its costs, perhaps 
a justifiable reduction—but arbitrary and unexplained. I am omit- 
ting a detailed comparison of weight and revenue per piece, et cetera, 
but, again, first-class is shown as the most favorable class of mail 
for the post office. 

The * sentence In what day did you secure these figures ? 

Mr. Naum. From the cost-ascertainment figures as submitted to 
the Congress. 

The CHarman. So, you got these from the Post Office Depart- 
ment ? 

Mr. Naum. That is right. 

This comparison of first class with second class if not intended to 
imply or suggest that second-class rates should be raised a little or a 
lot. The Congress, in its wisdom, has consistently provided the low 
second-class rate as a means of disseminating news and cultural infor- 
mation and literature to the people of this country, and I believe they 
will continue this policy, to a greater or lesser extent. This compari- 
son was made, however, to implement our protest at this arbitrary 
attempt to unfairly load the long-accepted profitmaker of the De- 
partment. 

Let us turn now to the Postmaster General’s chart No. 5, compar- 
ing United States with foreign first-class postage rates. Without 
determining whether the departments are truly comparable—whether 
these Old World countries are using the letter rate as a tax measure 
and without many other factors such as volume per person, et cetera, 
this comparison is statistically invalid. However, it is interesting to 
note that Great Britain, with its 2.8-cents first-class letter rate, was 
completely omitted from this chart. 

Since then, as everyone knows, first-class mail in Britain was raised 
to 3.15, or something of that kind. But you will have to bear in mind 
that in Great Britain they get 2 ounces, not 1 ounce, for this base 
payment. 

In conclusion, the Post Office Department has consistently, until 
now, reported the first-class-letter rate as a moneymaker and, as such, 
should not be increased to make up for losses in other classes or for 
the public-service aspect of the post office. 

The proposed increase, from 3 to 4 cents per ounce or fraction 
thereof, makes a simply fantastic 8-cent price apply to a 1.1-ounce 
letter. Overweight pieces. are, of course, a boon to the Department, 
but this would be an utterly unfair price for a slightly overweight 
first-class letter. 

The increase in cards from 2 to 3 cents is wholly unrealistic, and 
will do great harm to a very useful mailing privilege of individuals, 
small organizations, and the business world in general. 

Domestic airmail at 6 cents showed a profit in the past, and line 2 of 
chart No. 2 of the Deputy Postmaster General’s testimony shows a sub- 
stantial profit by the long-accepted cost-ascertainment standards. 
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Since air rates and costs are on their way down, there seems little 
justification to suggest an increase in airmail rates at this time. 

Is there truly a post office deficit? Because of the considered report 
of the Citizens Advisory Council to your committee, I will avoid any 
extended discussions and simply ask that this report be considered as 
part of my testimony. 

Honest men may differ on the amount of public-service cost, but 
I do not believe it is reasonable to ignore the Citizens Advisory Coun- 
cil’s conclusion that there is no true post office deficit. 

If the catch phrase that is bandied about, “The Post Office Depart- 
ment should operate like a business, and its users pay their way,” is to 
have genuine validity, then the inescapable conclusion must follow 
that it must be operated in a businesslike way. It must be treated as 
a medium to receive and deliver mail—with the same freedom as any 
business to eliminate wasteful practices in buildings, personnel, trans- 
portation, and purchasing practices. 

I would like to put yo a statement by the Deputy Postmaster 
General Stans in Milwaukee in 1953. He said it was the most anti- 
quated, antediluvian, obsolete, and tradition-ridden service in the 
world. I don’t know whether he included the world, but he may. cer- 
tainly in the Government. 

It requires a curious double standard of thinking and speaking to 
clamor loudly for businesslike balancing of intake of revenue from 
users against costs and yet disregard the well-known facts of life of 
traditional post office operating practices. 

Now I would like to speak on the reiteration of the argument that 
increased postage rates are necessary to reduce the national budget. 
When discussions are carried on concerning the reduction of the budget 
of any other Government department, savings by reduced spending i is 
implied. However, the budget will not actually be affected by in- 
crease in postage rates—it will be merely a transfer of costs from one 
source to another. ‘Truly there is no effect on the cost of government 
by lowering one group’s costs at the expense of another. 

The interests of the users of first-class mail should be protected 
against unfair treatment. Who are the users of the first-class mail ? 
Chart No. 5 of the Deputy Postmaster General shows that 75 percent 
of first- blame letter rate increase would be paid by business and 25 per- 
cent by the public. 

Let us look at business first. Most small businesses depend on first- 
class mail to conduct their business activities, some for advertising and 
promotion, all for mailing bills, checks, and corresponence with 
customers and suppliers. First-class mail is often their precious sub- 
stitute for manpower in their competition with big business. 

The small-business man is having a hard time in the face of com- 
petition from all sides, and the need to guard his solvency is well 
understood by our Government. The arguments and pleas for tax 
relief and other help for the small man are too well known to require 
repetition. How can it be reasonable to increase his postage expense, 
one of his basic costs of doing business, and at the same time talk in 
terms of helping him to survive? The two steps are mutually con- 
tradictory. 

It is unfair and discriminatory to load any part of the public serv- 
ice and deficit-breeding practices of the Post Office on the small-busi- 
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ness man—he can’t afford it. Don’t soak the small-business man with 
unfair postage rate increases. 

The impact of postal rate increases on department stores, specialty 
shops, and others with their monthly bills and statements will be 
drastic. They will experience a radical cost increase at a time when 
they are struggling to make a profit. It will create another cost of 
doing business which they will, of course, pass along to the public if 
they can. 

As to big public utilities and insurance companies, they will be 
loaded with a tremendous cost for notices, regular bills, et cetera, an 
added cost to be passed along to the public in future ratemaking. 

As to big business, it is just another cost to come off their profit 
statement—and half or more of it off their tax bill. 

Now as to the use of first-class mail as advertising. About 10 per- 
cent of all first-class mail is advertising—or roughly 3 billion pieces. 
These are a part of the great business-building effort that is the founda- 
tion of our prosperity. A decrease resulting from increased postage 
rates can have an adverse effect of unknown dimension on our economy. 
One of the recommendations of the Senate advisory group is that the 
executive branch be directed to make a survey of the impact of increased 
postal rates on the economy. 

In general, however, postal-rate increases will directly reduce cor- 
porate and unincorporated business profits. The result is reduced tax 
payments perhaps of 30 percent to 50 percent of the amount of the 
increase. Budgetwise the Post Office Department’s gain is the De- 
partment of Internal Revenue’s loss. 

When the average businessman is led into a discussion of postal rates 
his first comment is: “Why should there be any postal deficit? Why 
shouldn’t the Post Office be on a sound businesslike basis? Why 
shouldn’t the users of the mails pay their way?” For years following 
that opening, I have been patiently explaining to the businessman— 
who had never given the matter a second thought—about the facts of 
life of the Post Office Department, and so-called deficits, and so forth. 
It takes time but it always results in a new point of view. 

Mail class deficits are a key part of this explanation. Many have 
heard of second-class mail deficits and think that these should be 
eliminated along with the rest. Then it must be explained that the 
low second-class rate is a policy of the Congress—that radical in- 
creases in this rate are unpractical and unrealistic—and that in the 
opinion of most Congressmen they would do unlimited economic harm 
to our distribution system that is the foundation of our prosperity. 
They believe also that the educational and unifying values of our 
unnumbered cultural, industrial, and scientific magazines would be 
damaged by raising second-class rates to make them carry their full 
share of present so-called costs. 

Now if you go along with the assumption of the impracticability of 
raising such rates, the next question is, Shall the users of other classes 
be taxed for that loss or should the general public be taxed as the 
beneficiaries ? 

Certainly businessmen are willing to pay their own fair share of 

lcosts. However, before rates are increased, the Congress should 
make a true statement of postal policy and not burden business with 
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Post Office practices not based on the service they require, which is the 
delivery of the mail. 

As to the private citizens’ use of the mail—the Deputy Postmaster 
General’s chart No. 5 shows 25 percent of first class as public use— 
$238 million in fiscal 1955. The reduction to per family as per capita 
is, of course, of mere mathematical computation—because there is no 
evidence that all families use the mails equally. My belief is other- 
wise—that a distribution of the personal postage bill would show wide 
variation of use—and rate increases would once again unfairly burden 
the private user—approximately $80 million of added costs. 

I would like to bring to the attention of the committee the fact that 
the 1932 increase of first-class postage from 2 cents to 3 cents was not a 
postal rate increase in the ordinary sense; it was instituted by the 
House Ways and Means Committee as a tax measure regardless of 
the cost of the service. For 25 years first-class mail has more than 
paid for its share of the service and should not be subject to another 
increase which would in fact be purely a tax upon first-class mail 
users. 

Before the citizen user of the mail is taxed to pay the public service 
and excessive costs of the Post Office Department, the Congress should 
definitely make a statement of postal policy and then set rates, not have 
a stamp tax on the user of first-class mail to the benefit of the other 
classes, or of the general public. 

One point I would like to discuss is the alleged attitude of indiffer- 
ence of the public toward first-class-rate increases. First of all be- 
cause of repeated publicizing of the phrase “Post Office deficit” a feel- 
ing of guilt has been unfairly created. It would be necessary to sub- 
ject the so-called surveys concerning public opinion on this subject to 
careful scrutiny by experienced research experts to determine whether 
the cross section was correct or whether they were adequately informed 
when they gave their opinion. 

Next is an unknown factor that makes all the projections of the pro- 
ponents of rate increases open to question. How much will the use of 
first-class mail be decreased by a rate increase. What provision will 
be made by the users of the mail to decrease frequency of mailings, of 
routine notices, bills, statements, et cetera? There could be a radical 
effect to the detriment of the Post Office financially and functionally. 
As an example of what happens when rates increase—the penny post- 
card went to 2 cents—the revenue was not doubled because one-third 
of the volume was lost. 

The Post Office Department is the most productive of all Government 
departments. It returns 88 percent of its expenditures to the Govern- 
ment. It services the entire people in many ways, and handles mail 
for a portion of them. 

I should like to echo the sentiment expressed by Congresswoman 
Pfost on the floor of the House last July 22, when she said: 

If the Post Office Department should pay its own way, why shouldn’t all 
other departments pay their way? Should Congress pay its own way? It costs 
about $85 million a year for the legislative branch. The Veterans’ Administra- 
tion takes in about $98 million a year, and spends $4.7 billion. We don’t try 
to put the services of the Department of Agriculture or the Department of the 
Interior on a paying basis. The Post Office Department costs us far less than 


most of the other Government departments—and gives essential service to 
every man, woman, and child in the United States. 
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The first-class-mail users who provide 40 percent of the revenue 
should not be asked to carry an added load, until there has been an 
adequate statement of postal policy. It would truly be a stamp tax— 
traditionally a repulsive conception to the American people. 

The Cuarrman. Are there any questions ? 

Senator Cartson. Mr. Nahm, I want to mention 1 or 2 items. 
Those of us who are serving on this committee are faced with the 
problem, I believe, of trying to get some increased revenue for the 
Government. The Post Office Department expenditures you have 
analyzed very correctly. Any revenue that we might raise by this 
bill would not, of course, go to the Post Office Department, it would go 
to the Federal Treasury. 

I am pleased that you mentioned that in 1932 the increase in 
postage rates was instigated by the Ways and Means Committee of 
the House of Representatives, when at that time they were looking 
for additional tax revenue. That is something that some people 
seem to forget at times, that it does go back to a revenue measure 
because the funds go into the United States Treasury. 

We are confronted with this situation, and we would be glad to get 
some help other than just an objection to rates. First class has not 
had an increase since 1932, second class has had a 50-percent increase 
in 1953, and third class 663. 

Have you got any suggestions to help us, except to say we shouldn’t 
have an increase in rates in first-class mail ? 

Mr. Naum. I object, and that is a wonderful thing. I think every- 
body objects to their costs going up. But I believe there is an aspect 
of it that I touched on very briefly here, because, after all, you are 
reluctant to take too much time with an important committee like 
this. 

I believe, first of all, the thing must be divided into two parts, and 
that is the statement of policy which is a catch phrase that covers all 
aspects of it, which we all understand, and that is the public-service 
aspect and the other habits that require payment by the Post Office 
for services which should be bought cheaply. 

The other is a very important and a very touchy subject, and that 
is the efficiency of post-office operation. I put into the record Deputy 
Postmaster General Stans’ statement here because, if anything, it is 
an understatement. 

I received a very interesting letter from an important publisher, 
Walter Forbes, of Curtis, who had made a tour of important foreign 
a departments, I happened to be a mechanical engineer and 

id industrial engineering work when I first started. 

I believe an important key and the area of real saving, that is so 
vast it is unbelievable, is the complete revamping of the Post Office 
Department into an efficient businesslike organization with every 
piece of mechanical equipment based on the current state of the art, 
technologically speaking, and the revamping of the post-office strue- 
tures themselves so that, I believe, post-office costs can be more than 
covered when the Post Office becomes an efficient organization. That 
I believe truly. 

I happen to live in Stamford, Conn., and we have a beautiful post 
office shape. It is really a lovely building. It is on a main street, a 
crowded main street, and it is neopalladium, or something like that. 
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There is an esplanade in the front of it that occupies half the plot. 
I don’t know what that is for except to get you good and wet ona 
rainy day when you come up the steps this way and that and then 
across the terrace. Then you come into the building, which is about 
30 or 40 feet high. Unless they sort mail by throwing it up in the 
air and having it land, the tremendous height of the building is no 
good, 

~ There is a building built at great cost. This high structure is a 
wasteful thing. If they double-decked it and had mechanical facili- 
ties for handling, if they had a]l the mechanical facilities which could 
be brought into existence in the Post Office Department, the cost of 
handling mail would go down so radically that this so-called Post 
Office deficit would disappear. 

Furthermore, the distribution plan by railroad and the steady use 
of the trucks, with the network of arteries that could be created, the 
distribution in these cities, would create an economy that would be 
just simply unbelievable. I believe that the American people are 
paying a penalty of neglecting their duty to supply technological 
advances to the Post Office, the way every other industry has been 
supplied. I believe that there would be no Post Office deficit, at 
present rates, if such advances were made. 

Senator Cartson. Mr. Nahm, I think vou have made a very good 
point, this last one about the type of buildings we use for post offices. 
But that has been changed, I think, in the last few years. I think in 
the last 3 or 4 years we are getting some very fine structures that are 
not only new and modern in appearance but they are built for use 
and service. 

These buildings that you mention, I think they might well be laid at 
the hands of Congress. You know Congressmen—and I served in the 
House for several years—we like to get fine architectural-lookin 
buildings as monuments in ow hometowns. That probably ha 
something to do with those buildings, and not necessarily the Depart- 
ment. I think we are making some progress on that and I am glad 
that we are. 

I was glad that you did put in your statement that the amount 
of postage used by business will be a deduction from the Bureau of 
Internal Revenue, so that they won’t make it all a complete gain in 
whatever additional revenue we take in postage, because the corpo- 
ration is going to deduct about 52 percent of it in the 52-percent 
bracket. 

You made a very fine statement, and I appreciate it very much. 

Mr. Naum. I want to say one thing, and I have noticed it in these 
hearings. That is, that every businessman who comes down here is 
particularly sensitive about saying anything about congressional prac- 
tices in connection with the efficiency of the Post Office. Believe 
me, it is a tough thing to sit here in the face of our legislators and 
say they have any responsibility at all. I think we handle it as if we 
were handling dynamite. 

The Cuatrman. I have a bill before the Congress at the present 
time which would save millions of dollars in building post offices. I 
am concerned about the rate of interest we are paying now in erecting 
the buildings. We can borrow the money from the retirement fund 
at a much cheaper rate of interest. We would thereby cut down a 
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great deal on the cost, and at the same time we would be helping the 
employees of the Government who are putting in the money. 

Mr. Naum. I am sure that would be a very valuable saving and 
would not be to anybody’s detriment. 

The CuHarrmMan. Over a period of years the interest runs into mil- 
lions and millions of dollars. 

Are there any other questions ? 

Senator YarsoroucH. I would like to ask a question. 

On page 2 of your statement, you refer to a ata General’s 
chart No. 5, comparing the United States with foreign first-class 

stage, and state that Great Britain was omitted from the chart. I 
noticed that Canada wasn’t on that chart, either. What are the post- 
age rates in Canada, first class ? 

Mr. Naum. I think the rate is 4 cents, I am not too sure. I really 
shouldn’t commit myself without definite knowledge. It seems to 
me itis. 

There again you see, without an evaluation of all the factors, reve- 
nue aspect, and so forth, I don’t believe the whole chart is of signifi- 
cance because of the fact that there are so many factors involved in 
the Post Office Department, just the same as you couldn’t discuss 
our rate without a very careful study of the cost ascertainment of 
the other aspects as to its significance. 

I don’t like to take a rate there. But I did in my previous testi- 
mony point out that, in the report by Her Majesty’s Stationery Office, 
the post-office operation in England is, by their cost ascertainment, 
about breaking even. 

Senator YarsoroucH. Thank you. 

Senator Carson (presiding). We thank you, Mr. Nahm. The 
chairman has been called out for a few minutes. 

Congressman Rhodes, we will be very happy to hear from you this 
morning. 


STATEMENT OF HON. GEORGE M. RHODES, MEMBER OF CONGRESS, 
14TH DISTRICT OF PENNSYLVANIA 


Mr. Ruopes. Mr. Chairman, distinguished members of the commit- 
tee, I appreciate the opportunity of appearing here to express my 
views on H. R. 5836, the postal rate readjustment bill as passed by the 
House last week. 

Most of my testimony will deal specifically with the amendment 
which I offered on the House floor to limit the Post Office Depart- 
ment’s loss on the mailings of any publisher to $100,000 during any 1 
fiscal year. This amendment may be found in H. R. 5836, beginning 
at line 25 on page 4 and extending through line 3 on page 6 of the 
bill. 

It was my pleasure to serve on the House Post Office and Civil 
Service Committee for 8 years, beginning with the 81st Congress and 
continuing my service through the 84th Congress. I served on the 
conference committee which produced the last postal rate legislation 
enacted by the Congress on October 30, 1951 (Public Law 233, 82d 
Cong.). 

Let me assure the committee that I am not appearing here as an 
expert on postal ratemaking, cost ascertainment, or any other phase 
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of the Post Office Department’s operations. I do feel, however, that 
the committee is entitled to share the information which I have com- 
piled relating to the huge losses being incurred by the Department in 
the handling of publisher’s second-class mail. 

This committee is entitled to know the reasons behind my amend- 
ment, what it would do, why it is necessary as a principle in postal 
rate-making, why it is administratively feasible, and why I feel that 
some type of subsidy-limiting provision should be retained in any 
postal-rate bill reported by this committee. 

Mr. Chairman, I will not take the time of this committee to go into 
a detailed discussion of the bill as reported by the House committee. 


FIRST CLASS MAIL PAYS ITS WAY 


As to first-class mail, very briefly I will say that table 100 of thie 
1956 Cost Ascertainment Report shows first-class revenues which are 
$35.6 million in excess of allocated budgetary expenditures. Table 
41 of this same report proves beyond any doubt that first-class mail 
at 3 cents an ounce is not being handled at a loss by the Department. 
All types of first-class mail brought into the Department an average 
revenue of 3.357 cents per piece or 7.22 cents per ounce. 

Meanwhile, second-class magazines and periodicals brought in only 
1.9 cents per piece or 0.16 cents per ounce. The 1956 deficit in han- 
dling this type of second-class mail totaled $65 million. 


COMMITTEE-RECOMMENDED SECOND CLASS INCREASES INADEQUATE 


The bill as reported by the House committee would increase second- 
class revenues by about $33 million over a 4-year period, or about 
$8.25 million a year. The net effect would be to reduce the second- 
class deficit from $252 million to $244 million in the first year of the 
new rates and to $219 million after the 4 proposed annual increases 

If we count on increased circulation and costs of handling, it may 
well be that the second-class deficit will not be reduced at all. In 
effect the committee bill would make more secure these subsidies 
which go to a handful of big publishers and hide them from the public 
by reducing the overall postal defitit at the expense of first-class 
mail users. 

Mr. Chairman, I could not in good conscience vote for an increase 
in first-class rates, when all of the statistical data shows that first-class 
mail is more than paying its own way. 

I supported the Holifield amendment on the House floor. It would 
have sledrated the 1-cent increase in letter postage. That amend- 
ment was defeated. My subsidy-limiting amendment was then 
adopted by the House. It places a limitation of $100,000 on the 
amount of subsidy to any user of second-class mail during any 1 fiscal 
year. 

My proposal was originally introduced in the 84th Congress (H. R. 
10913). It was offer ed i in the House committee last year as an amend- 
ment to the 1956 postal rate increase bill. Again this year, I intro- 
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duced the amendment in bill form as H. R. 8275. 


When approved by the House last week, Members were not voting 


for some unknown quantity. It had been before the House for well 


over a year, has been discussed in conversation, offered in committee, 


and was finally adopted by the House as an amendment to H. R. 5836. 
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During fiseal 1956 postal revenues for magazines and periodicals 
were $30.6 million. Allocated budgetary expenditures were $95.4 
million, a deficit of some $65 million. The deficit in carrying daily 
newspapers through the mail amounted to about $61 million, These 
two produce about half of the total second-class-mail deficit of $252 
million. . 

Other miscellaneous categories of publisher’s second-class-mail 
matter produce another $57 million of the deficit. These include pub- 
lications with less than 5-percent advertising, newspapers other than 
dailies, and agricultural, business, professional, and similar types of 
publications produced for profit. 

Thus, there is a deficit of some $183 million on all types of profit- 
motivated publications. As Deputy Postmaster General Stans pointed 
out last Friday, all of the other exempt categories of publisher's 
second-class mail would have produced only $3.1 million in additional 
revenue if these publications Raa paid regular rates of postage. 

Members of your committee have undoubtedly seen estimates of the 
losses incurred by the Department in the handling of a selected list of 
widely circulated popular magazines. They have been prepared by 
the Cost Ascertainment Branch, Bureau of Finance, of the Post Office 
Department ana are presented in two different forms. 

Mr. Chairman, I ask that they be inserted at this point in the record. 

The Cuarrman. They may be inserted at this point. 

(The tables referred to above are as follows:) 


Volume, revenues, and estimated handling costs of selected 2d class publications, 
based on 1 issue for the year 1956 








1 issue 
7 DRG haat | ot | 
Publication Weight | ; | Postage | Costof | Excess of | Estimated 
(pounds) | Copies | present | handling | costsever | annual 
rates postage | loss 
Life___ ; 5,410,000 | 4,775,000 $144, 000 $323,000 | $179, 000 $9, 310, 000 
Saturday Evening Post __- | 3,095,000 | 3, 106,000 | 67, 000 184, 000 117,000 | 6, 087, 000 
Reader’s Digest... 3, 829,600 | 9, 163, 000 | 90,000 | 438,000 | 348,000 | 4, 172, 000 


Ladies’ Home Journal - - - - 5, 835, 000 3, 706, 000 | 128, 000 | 287, 000 | 159,000 | 1,917,000 


Note.—In all cases costs were based on average cost factors computed for a subgroup of publications 
applied to volume data for each publication, and not on individual traffic studies and cost factors attribu- 
table to each specific publication. 
enue: Post Office Department, Bureau of Finance, Division of Cost Analysis, Cost Ascertainment 

ranch, 
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U. 8. Post Office Department estimated annual revenues and costs of selected 
leading magazines 





| 


Difference 





Publication Revenue! | Cost 2 | (cost minus 
| revenue) 

issih. a hae Ge, a cdinght cited atin t ides sine adienes $7, 485, 000 $16, 979, 000 | $9, 494, 000 
Saturday Evening Post...._._____- St oe eek ee | 3,488,000 | 9, 557, 000 | 6, 069, 000 
ener a Tisgest.« cc J... uel php saetd Jed sant icwnal 1, 082, 000 5, 891, 000 | 4, 809, 000 
i ek bc css mnbusinenna retin 1, 534, 000 | 5, 016, 000 | 3, 482, 000 
Ladies’ Home Journal.......__.._...__-._- Sl ]3e Sikes | 15530,000| 3, 449, 000 1, 919, 000 
ee dain 1, 097, 000 | 2, 604, 000 1, 507, 000 
National Geographie__................----2.2 2-2 eee. 486, 000 | 1, 821, 000 | 1, 335, 000 
open Ue nc nk alc iimudnn n adubed a 881, 000 2, 175, 000 1, 294, 000 
Better Homes and Gardens---_-_....-.......----.---- etcanul 758, 000 1, 904, 000 1, 146, 000 
American Home magazine. _-._- MOLL Ebon 623,000 | 1, 753, 000 | 1, 130, 000 

ene bet sles alii utd ot 18, 844, 000 | 52, 149, 000 | 32, 185, 000 

4 1 





1 In general, the revenue estimates are based on data from administrative records covering the mailings 
of all issues of these publications for the month of March 1956, extended to annual revenues on the basis 
of the number of issues per year. For Life magazine, revenue estimates were based on mailings of the first 
3 issues in March. Revenue and cost estimates for Better Homes and Gardens and Saturday Evening 


Post are based on issues for the month of November 1954, and for Reader’s Digest these estimates are based 
on the November 1955 issue. 


2 A complete cost analysis of the publications listed in this table would require detailed studies at all 
points of entry and of the large number of delivery offices. Such analysis would of course be very expen- 
sive and time consuming; therefore, the estimates have been developed as outlined below (above). 


Source: Division of Cost Analysis, Bureau of Finance, U. S. Post Office Department. The column 
showing the difference between cost and revenue was computed by the Legislative Reference Service. 


Mr. Ruopgs. These figures have been quoted many times, so I will 
mention only a few and will not go into all the details. Two esti- 
mates on the Post Office Department loss in handling Life magazine 
were made during 1956. One was based on a single issue, and the 
other based on 3 issues of March of 1956. They show that Life maga- 
zine received a subsidy from the American taxpayers of somewhere 
between $9.3 and $9.5 million. 

Saturday Evening Post received a subsidy in the neighborhood of 
$6 million; Reader’s Digest between $4 and $5 million, and so on. 

It is true that these estimates were not made on individual traffic 
studies of each magazine. They are estimates based on selected issues, 
averaged out for a year, and reinforced by cost-ascertainment figures 
available to the Department. Mr. Stans, in reply to a question by 
Senator Yarborough last Friday, indicated that these figures are 
accurate within 10 percent. 

Moreover, during the recent hearings in the House Post Office and 
Civil Service Committee—hearings, page 854—Mr. Stans pointed out 
that in 1954 the Department conducted a specific cost study of the cost 
of handling an issue of the Reader’s Digest from the beginning of the 
time it was put in the mail and going through all the operations for 
that publication and the results showed a figure very close to the esti- 
mate previously made by the Department, the same type of estimate 
shown in these tables just placed in the record. 

Some very revealing testimony was presented to the House com- 
mittee last April with respect to Life magazine. It is, of course, pub- 
lished by Time, Inc., which also publishes Time magazine, Fortune, 
Sports Illustrated, House and Home, Architectural Forum, and vari- 
ous foreign editions of both Time and Life magazines. 

Three of these publications are weeklies—Time, Life, Sports [lus- 
trated—while the other three are monthlies—Fortune, Architectural 
Forum, House and Home. They have a combined circulation per issue 
totaling 8.75 million copies. Their total annual circulation is approxi- 
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mately 438 million copies, 86 percent of which are carried through the 
mails at a staggering loss to the American taxpayers. 

Since Life is the largest circulation magazine of the group and 
also received the largest subsidy, according to the 1956 estimates of 
the Department, let us examine some of its characteristics in greater 
detail. 

1, Circulation: In 1956 Life magazine had a weekly circulation of 
5,714,310 copies. Of this total, about 4,800,000 copies or 84 percent 
were carried through the mails. This amounts to 249,600,000 copies 
of Life, having a combined weight estimated at more than 280 million 
pounds, which were distributed by postal carriers during the year. 

2. Second-class postal bill: For this service Life paid about $7.4 
million during the year, about 2.9 cents per copy or 2.8 cents per pound. 
Approximately $144,000 was paid by Life in postage per issue in 
1956. The Department estimates that it costs the taxpayers about 
$323,000 per issue to handle and deliver Life to its subscribers, or a 
difference between revenue paid and costs incurred of about $179,000 
per weekly issue. This resulted in a total annual loss to the Depart- 
ment of about $9.4 million just on Life magazine alone. 

3. Subscription price versus newsstand price: As was pointed out 
above, about 84 percent of the total Life circulation is on a mail-sub- 
scription basis. In 1940 only 39 percent of Life’s circulation was 
through the mails; by 1946, 56 percent was going through the mails. 
The figure has continued to rise each year until the current level of 
84 percent has been reached. 

Newsstand sales of Life have shown a corresponding drop. In 
1940, 61 percent of the circulation was newsstand sales; by 1946, this 
had dropped to 43 percent, and now amounts to only 17 percent of 
total circulation. In 1940 the newsstand price of Life was 10 cents; 
the subscription price per year was $4.50; by 1946, the individual copy 
sold for 15 cents and the subscription was $5.50 a year. In 1956 the 
single copy of Life sold on the newsstands for 20 cents and the sub- 
scription price was $6.75 a year. 

To buy 52 issues of Life on a newsstand, it would cost $10.40. Spe- 
cial 3-year subscription rates offered periodically further reduce this 
latter subscription figure. While the single copy price has doubled 
since 1940, the subscription rate has increased by only slightly more 
than 25 percent. 

4. Advertising revenues: Printers Ink Annual Guide to Advertis- 
ing for 1956 shows that Life had an advertising revenue of $137.4 mil- 
lion. This was 14.6 percent of the total magazine advertising reve- 
nues of $933 million for last year as reported by Advertising Age. 

During the year Life magazine carried approximately 3,700 pages 
of editorial matter and 4,400 pages of advertising, or about 54 percent 
advertising. In 1956 the cost of a full page black and white ad in 
Life was $20,350. Beginning with the September 9, 1957, issue of 
Life, the cost for a 4-color page ad will be $37,975. 

The average weekly issue of Life produced $2,642,000 in advertising 
revenue alone. Added to this is the subscription revenue of 4.8 mil- 
lion copies per issue or $634,000 plus the newsstand revenue on another 
900,000 copies, or an estimated $117,000, we see that Life had a total 
revenue per issue of $3,393,000. 

You will recall that Post Office Department estimates that Life 
only paid $144,000 in postage for a single issue in 1956 and the costs 
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to the Department in handling the issue amounted to $323,000. ‘Thus, 
if Life had paid its full share of the allocated costs, it still would 
have had a revenue per issue of $3,070,000, or $159.6 million for 1 
year. 

With the increased advertising rates recently announced by most 
magazines this source of magazine revenue is expected to be even 
more profitable in the coming year. 

5. Profit picture: Last Friday, Deputy Postmaster General Stans 
told this committee : 

Reports in the trade press predict another recordbreaking year in 1957 for 
both newspapers and magazines. In fact, some publishers are currently boasting 
of having attained profits unprecedented in the publishing industry. 

Time, Inc., is high on the profit ladder in the publishing business. 
During the past 5 years—which incidentally includes the years when 
their second-class-mail costs were increased by 10 percent a year for 
the years 1952, 1953, and 1954—the net profits after taxes of Time, 
Inec., increased from $7,750,000 in 1952 to $13,850,000 in 1956. This 
latter figure does not include the additional profits realized from the 
sale of $15 million worth of Houston Oil Co. stock held by Time, Inc. 

Mr. Chairman, I would like to read an excerpt from a letter sent 
by Time, Inc., to its stockholders in January of this year which boasts 
of profits amounting to $6.75 per share as compared with $4.72 per 
share in 1955. 

The letter says that— 
it was of course profits derived principally from our magazines that made 1956 


our best earning year. Time, Life, Fortune, and the international editions of 
Time all set new earning records. 


It goes on to say: 


We believe that the level of earnings attained by Life in 1956 has never 
been equaled by any other magazine in the history of publishing. 

Actually, the letter to stockholders underestimated the extent of 
Time’s profit. Final figures showed that the earnings on a share of 
stock in Time, Inc.—worth $70—was actually $7.10 during 1956. 

Figures furnished the House committee by Time, Inc., reveal that 
second-class postage costs for all its publications amounted to only 
4.8 percent of total publishing expenses during 1956. Based on the 
1956 losses of $9.4 million incurred by the Post Office Department in 
handling Life, the loss would still be $8.3 million after the first year’s 
rate increase provided for in H. R. 5836. This is assuming that postal 
costs were to remain fixed and circulation remained even. Both these 
assumptions are not likely to prove valid. 

As a publisher becomes more successful, as his circulation, adver- 
tising revenues, and profits increase, his mailing operations cost the 
Post Office more, and the size of the subsidy received also increases. 

Mr. Chairman, the statistical data which I have presented with 
respect to Life magazine could also be generally applied to other large 
publishers in this same fashion. However, I will not take the time of 
the committee to do so. The Legislative Reference Service, at my 
request, furnished voluminous financial data on many other large 
publishing companies in addition to Time, Inc. 

Permit me to just mention a few of the highlights with respect to 
other leading publishers. The Curtis Publishing Co., publishers of 
the Saturday Evening Post, Ladies Home Journal, Holiday, and other 
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magazines, increased their profits after taxes from $4,404,000 in 1952 
to $6,234,000 in 1956. The 2 Curtis publications listed in the Post 
Office eatimate show a total of $8 million in annual subsidy. 

McGraw Hill Publishing Co., publishers of Business W oa and 27 
other small circulation business-trade magazines, more than doubled its 
profits after taxes, from $3,273,000 in 1952 to $7,871,000 in 1956, Its 
advertising revenues during this period are not av: ailable. Its earn- 
ings per share of common stock were $7.40 in 1952. It was split 2 for 1 
in 1953, each share earning $4.03 and in $1956 its stock was again split 
8 for 1, each share ear ning 7 $2. 98 during that year. Subsid figures for 
McGraw-Hill publications are not listed in the Post Office estimate. 

Mr. Chairman, financial data is not available from public sources 
on such big magazines as Look—which received an estimated subsidy 
of $3,482, 06 100; and Reader's Digest, whose subsidy totaled $4,809,000— 
based on November 1955 estimates of the Department. 

This latter magazine now has the largest circulation of any maga- 
zine in the United States, upward of 11 million copies per month. 
It paid an estimated $90,000 in postage for 1 issue and cost the De- 
partment $438,000 to handle, a subsidy of $348,000 per single issue. 
Incidentally, a single page 4-color ad in Reader’s Digest ‘will cost 
$38,000 beginning next January 1. 

No financial data is available for Confidential, Inc., publishers of 
Confidential, and Whisper magazines currently in the headlines be- 
cause of libel suits. Confidential has a monthly circulation of 3,442,536 
copies. 

Data is also unavailable on other magazines such as Newsweek, U. S. 
News & World Report, American Home, TV Guide, and magazines 
such as True Confessions, My Romance, Secret Confessions, Startling 
Detective, Daring Romances, Revealing Romances, Modern Romances, 


. and many other similar- -type publications. 


Mr. Chairman, the pur pose of my amendment is not to penalize 
any publisher or to cut his profit margin. A small increased cost of 
individual publisher’s subscription rates could easily offset their higher 
postal costs. The purpose of my amendment is simply to apply a 
principle in second-class publisher’s mail rates that the annual revenue 
they pay to the Department for the service they receive should equal 
the costs to the Department to render that service, less $100,000. The 
popular magazines which incur such huge deficits in second-class mail 
do have some public interest value in the dissemination of news, help- 
ful household information, political views, and other educational ma- 
terial. My amendment merely places a subsidy limitation on these 
values. 

Low second-class mail rates, when originally established in 1879 
were meant to provide the types of news services unavailable through 
any other public media. Today we have radio, television, motion pic- 
tures, and other sources of more current news and information. 

According to Mr. Stans, present zone rates on the advertising por- 
tion of newspapers and magazines are actually less than they were 
in 1917. This is despite the fact that advertising revenue of maga- 
zines was practically nil in 1917, while today they are rapidly ap- 
proaching the $1 billion mark for a single year. 

The principle of limiting subsidies is not unique. Just last week 
the Congress enacted a law to curb subsidies to industries through the 
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5-year fast-tax-writeoff device. Only recently a $3,000 limit was 
placed on acreage-reserve payments and a $5,000 limit on conserva- 
tion-reserve payments to any farmer participating in the soil-bank 
program. 

Abuses in the operation of this program made it possible for a 
single corporate farmer to receive $209,000 a year for not planting 
crops. Congress reacted to this by placing a limitation on the pay- 
ments. Last year in the Senate an amendment to the farm bill, limit- 
ing to $100,000 the amount of price-support loans to a single producer 
was adopted by a vote of 78-11. Is it not fair that this principle of 
limitation also be applied to big magazine publishers ? 

Mr. Chairman, it is interesting to pick up these subsidized publi- 
cations and to read in them articles attacking subsidies going to other 
segments of our economy. For example, a recent editorial in Life is 
entitled “King Cotton, the Royal Nonesuch.” 

Let me read to the committee a portion of this editorial : 

If the [cotton] industry was put on a basis of free competition, and our prices 
left to find their own level * * * the [cotton] business would quickly thin 


down to efficient operators who could produce all the cotton really needed and 
at a profit. 


Listen to this next part, Mr. Chairman: 


[Cotton subsidies for] the distressed small farmers—no longer make sense. It 
keeps them at it when, if left to their own devices, they could go to town and 
work at a useful job. 


The editorial continues: 


We have every sympathy for the marginal, high-cost little fellow who is inex- 
orably being crowded out, but is there any depression to justify keeping him 
on a dole? There is no likelihood of agricultural shortages either. The longer 
the 92.7 percent of the rest of us taxpayers keep him there by giving him 
money to stay in business he can’t possibly succeed at, the longer will the whole 
farm picture stay in a needless and senseless mess. 

Thus, in this editorial, Life magazine, which received a $9.4 mil- 
lion “dole” itself last year, presumes to prescribe a remedy for the 
cotton industry. The editorial concludes by saying: 


If enough Americans squawk, something will be done to stop this silly business. 


Mr. Chairman, this might also be said of the huge subsidies going 
to Life magazine and other publications being carried through the 
mails at such tremendous losses to the American taxpayers. 

Or take another example: The Reader’s Digest has carried many 
“planted” articles expressing its views on political issues. One of 
these articles, entitled “The Biggest Con Game in Politics,” written 
by former Governor Driscoll, of New Jersey, was reprinted and cir- 
culated throughout the country. It is a wholesale attack on Federal 
grants-in-aid programs, but did not mention Federal aid to magazine 
publishers, or to Reader’s Digest for that matter. 

Another more recent Reader’s Digest article, written by William 
Hard, was entitled “The Pacific Northwest Stands on Its Own Feet.” 
It was a complete distortion of the issues involved in the fight for 
‘a high dam at Hells Canyon, timed to coincide with the consideration 
of this issue by the Congress. 

Senators Magnuson and Jackson, and Congressman Don Mag- 
nuson, of Washington, effectively destroyed this piece of misleading 
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political propaganda in a letter to the editor of the Reader’s Digest, 
released to the press. 

As Mr. A. L. Cole, business manager of the Reader’s Digest, 
admitted during the recent House hearings—hearings, page 422: 
Nothing is published in the magazine that does not reflect their (the editors) 
views. 

Mr. Chairman, I was disappointed at the cavalier manner in which 
the principie of my amendment was received by the Postmaster Gen- 
eral and his deputy. I was under the impression that the official 

olicy of the administration was to place the Department on a sound 
usinesslike basis. 

They didn’t even see fit to tell this committee the additional reve- 
nue which would be produced by the adoption of my subsidy-limita- 
tion amendment. I should think that if they are sincerely interested 
in reducing the second-class publisher's deficit, they would at least 
estimate what it would bri ing in additional revenue. 

Mr. Chairman, I trust that this committee will give serious thought 
to the data I have furnished. The objectives set forth by my amend- 
ment offer a fair and workable method of reducing the scandalous 
subsidies being handed over each year to a few magazine publishers. 

When questioned about the amendment last Friday, Mr. Stans 
commented that it would be “expensive and difficult,” but admitted 
that it “would not be impossible to administer.” 

Mr. Chairman, I submit that if there is the will to put a limitation 
on these subsidies it can be done without great difficulty or incon- 
venience to the Post Office Department. 

This amendment was not drafted in a vacuum, Mr. Chairman. 
It was drafted by recognized experts on Post Office Department ac- 
counting and cost- ascertainment procedures. I was assured well in 
advance of my introduction of the proposal in bill form and before 
offering it as an amendment to H. R. 5836 that it was feasible, work- 
able, and capable of being administered. Otherwise I would not 
have offered it. 

I do not say that this amendment, as adopted by the House, is the 
only way in which the principle of limiting second-class publisher’s 
subsidies can be established. There is no sane reason why a begin- 
ning should not be made. This committee in its wisdom and its long 
experience in this field can undoubtedly put a limitation on these 
postal subsidies. 

If the distinguished members of this committee agree with me in 
principle, a limitation of these subsidies can be accomplished. For 
example, the circulation of a particular magazine or the amount of 
its subeidy could be the controlling factor in limiting the loss to a 
certain percentage of its annual cost ‘of handling. 

Mr. Chabienma this amendment is not unworkable. There may 
be some logic to arguments to amend the amount of the limitation, 
but how can anyone object to the principle involved? The American 
people are beginning to learn about postal subsidies. They want 
Congress to do something about it. 

Any proposal of this kind will naturaly draw fire from those who 
are the beneficiaries of this type of Federal aid. I am aware, as all 
of you gentlemen must be, of the great power, wealth, and influence 
behind those seeking to kill this amendment. There is some question 
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that the amendment may bring a lawsuit. There is always such a 
possibility, even with the Department’s present cost-ascertainment 
system in allocating costs; that too can be challenged by court action. 

I contend, and I hope you gentlemen will agree, that if my amend- 
ment is right in principle, as Members of Congress, it is our duty 
to see that steps are taken for its application. 

Opponents to my amendment will go so far as to claim that the 
post office actually makes a profit in handling some second-class mat- 
ter. Mr. David W. Brumbaugh, vice president of Time, Inc., made 
the claim that the Post Office Department is actually handling Life 
magazine at a profit. He boldly attacks the basic principles of the 
cost ascertainment system of accounting. 

Deputy Postmaster General Stans prepared an analysis of Mr. 
Brumbaugh’s allegations concerning the proper allocation of Depart- 
ment costs to Life magazine. It is dated April 25,1957. It completely 
demolishes the case presented by Time, Inc. 

On the matter of possible lawsuits through the imposition of any 
limitation on second-class publisher’s subsidies, I am willing to rest 
my case on the analysis prepared by Mr. Stans, which appears at pages 
743-747 of the House hearings on H. R. 5836. 

Mr. Chairman, it is obvious that publishers will pass on to subscribers 
the additional postage costs provided for in any postal rate law. It is 
more fair to the general public to let those who want to subscribe 
to Life, Saturday Evening Post, Reader’s Digest, or Confidential, pay 
whatever the publishers of these magazines feel is necessary for them to 
continue their service and make a profit. It is far more equitable 
than to continue to tax the many millions of Americans who do not 
subscribe to these magazines. 

Let me say again that I do not think that first-class postage rates 
should be increased unless the limitation, some limitation, is contained 
in this bill. 

I believe that 3-cent letter postage more than pays its way despite the 
gimmick called intangible factors. I do not think a 4-cent rate is ex- 
cessive, it is a bargain even at 5 cents. But such a rate is discrimina- 
tory, since it would make more secure the gigantic postal subsidies 
which cost the taxpayers of our country millions of dollars each year. 

I want to thank you, Mr. Chairman and members of the committee 
for the curtesy that you have extended me. 

The Cuarrman. We appreciate your coming over here and giving us 
this information. We appreciate it. 

Senator Cartson. You have been serving for several years on the 
House Post Office and Civil Service Committee. How many years? 

Mr. Ropes. I was on the committee for 8 years. I moved over to the 
Commerce Committee just'a few days before the end of the last Con- 
gress. So actually 4 full terms on the Post Office Committee. 

Senator Cartson. I know of your valuable service over there, and 
this wasa novel suggestion. In fact, it was the first time that I had ever 
really had it called to my attention when it was adopted by the House 
last week, and I read your statement in the Congressional Record dur- 
ing the debate on it. 

I want to ask you 1 or 2 questions because IT don’t know if I thor- 
oughly understand it. I have it here in the House bill, and it says— 


If at any time during any Post Office Department fiscal year beginning with 
fiscal year ending June 30, 1958 the costs incurred by the Post Office Department 
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as ascertained under the cost-ascertainment system of such Department in con- 
nection with the mailing of any user at rates provided in subsection (a) and (d). 

Do I understand that subsections (a) and (d) refer to first class 
and second class ? 

Mr. Ruopes. No. It is only second class. 

Senator Cartson. This refers only to second class? 

Mr. Ruoves. Only to second class, that is correct. 

Senator Cartson (reading) : 


If this section exceeds by $100,000 the revenues received by such Department. 


I would like to ask this question. You have discussed these maga- 
zines. Let’s take one that you have discussed rather freely, Time, Inc., 
which publishes several magazines that you have listed here. Would 
this $100,000 apply to each of these—Life, Time, or to Time, Inc., 
itself ¢ 

Mr. Ruopes. To each publication. 

Senator Cartson. It would apply to each publication as listed ? 

Mr. Ruopes. That is right. 

Senator Cartson. You stated that this amendment, while it is a 
novel proposal, you spent a great deal of time working on it and you 
had some good help preceding your introduction, and knowing you 
and your service in the committee I know you didn’t pull this out of 
thinair. Yousaid: 

I was assured well in advance of my introduction of the proposal in bill form 
and before offering it as an amendment to H. R. 5836 that it was feasible, work- 
able, and capable of being administered. Otherwise I would not have offered it. 

Did you consult the Post Office Department previous to the prepara- 
tion of this amendment ? 

Mr. Ruopes. We were in contact with the Legislative Preference 
Service of the Library of Congress and I also discussed this matter in 
the committee in the presence of representatives of the Post Office 
Department. They certainly knew of it for a long time. I know they 
were not in accord with my proposal. They did know of it. In that 
respect I discussed it with them. 

Senator Cartson. You haven’t discussed with them any changes that 
might be necessary for the effective administration of it ? 

Mr. Ruopes. No. 

Senator Cartson. This committee, of course, will be concerned with 
this amendment in the House bill. We will reject it, adopt it, or amend 
it. Weare trying to get some information. So far as I am personally 
concerned, if you have any suggestions we would like to have them. 

Mr. Ruopes. I include my suggestions in my statement. I think 
there are different ways that it could be done. I certainly believe that 
if there is a will to establish this limitation, it can be done. 

Senator Cartson. That is all that I have, Mr. Chairman. 

The Cnatrman. According to one of its tables you submitted, I 
notice that the cost of Life per year is $16,979,000 to be exact, and the 
revenue is almost $7,485,000, leaving a deficit of $9,494,000. 

According to that amendment they would have to pay increased 
postage of well over $100,000. So they would have to pay on $9,- 
494,000—a higher rate. How would the Post Office Department go 
about ascertaining when they had reached that $100,000? 

Mr. Ruopves. They have their cost ascertainment figures. I believe 
they have them for every month. There are other approaches, which 











102 POSTAL RATES 


could be considered, such as a sliding scale formula, based on circula- 
tion and loss to the Department. 

The Cuamman. According to this table it wouldn’t take very long 
for them to get to $100,000. 

Mr. Ruopes. I realize that, Mr. Chairman. In fact, Life maga- 
zine would reach it in the first issue. It may be well because of that 
to consider some sliding scale arrangement, for instance, based on cir- 
culation. 

The Cratrman, Could you figure it by the year or by the month 
or by the day in arriving at it? 

Mr, Ruopes. I think it would be better to figure it on a quarterly 
basis. 

The Cuatrman. If you give it to them all on a yearly basis, that 
that would be one way of ascertaining it. 

Mr. Ruopes. There are many ways it can be done. That is an ad- 
ministrative matter that could be easily worked out. I can’t believe 
that any of you gentlemen who have been in business would not be 
able to find a way to put some limitation on losses like that. I can’t 
believe there isn’t a way to do it. 

The Cuamman. What I am getting at is this: The first issue that 
is sent out, I don’t care whether it is sent out monthly or annually, 
a of it would be after the first 15 days and others after the second 
15 days. 

Mr. Ruoprs. That would be true of the very large magazines. Per- 
haps a sliding scale based on circulation should be considered. I am 
quite certain that if the Department wants to establish these limita- 
tions, it can be done. 

The Cuatrman. There is one other thing that enters the picture 
and that is this point: I don’t think the Post Office Department should 
be the agency to regulate rates. This leaves it up to them after the 
first $100,000. Should Congress in some way figure out what it is 
going to be and what kind of a scale to go by? 

Mr. Ruopes. I think it would be quite proper to permit that au- 
thority to be in the hands of the Post Office Department. 

The CHatrman. There are many such questions that I see that we 
should go into very thoroughly so that we will know where we are 
heading. I can see your point, too, that perhaps it is not right for one 
big corporation to be reaping these big subsidies and at the same time 
criticizing the poor little farmers who are getting maybe $5 or $10 in 
subsidy. They are small amounts. In many cases they are less than a 
hundred dollars, as we all know, to the individual farmers. 

Mr. Ruopes. Mr. Chairman, I feel that there are various ways that 
this could be done. I am convinced that if the Post Office Department 
was required by law to put some limitation on these subsidies, they 
would find a way to do it. 

The CHatrman. I should bring out that people who live in glass 
houses should not throw stones. 

Mr. Braw ey. Congressman, why does the amendment apply to 
second-class and not third-class ? 

Mr. Ruopes. I don’t believe that we have any great individual sub- 
sidies in third-class, as we have in second-class. I made this study 
on second-class because of the very large subsidies a few publishers 
receive. For instance, a lot of this second-class subsidy goes to news- 
papers, but it is spread out over many, many newspapers. There are 
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only a few newspapers that get big subsidies. The Chicago Tribune 
and New York Times get about $1.7 million. For other than those 
two, the subsidy is spread out over the many, many newspapers. Few 
would exceed the $100,000 limitation. About 15 of the top-circulation 
magazines get $40 million of the subsidy. For that reason I thought 
that some step should be taken to limit second-class subsidies. 1 don’t 
think you will find anything like it in third-class. Some may receive 
a rather large amount, but nothing to compare with the size of the 
individual magazine subsidies. 

Mr. Braw ey. In your opinion, your amendment would not have 
any effect on small free-in-county newspapers ? 

Mr. Ruoprs. No, it would have no effect on the publications which 
are exempted in this bill. 

Mr. Brawiey. Under your amendment would you use the fully 
allocated cost of the cost ascertainment report, or would you use the 
adjusted report of the Department ? 

Mr. Ruopes. I would be satisfied with the adjusted report. 

Mr. Brawtey. Including the intangible factors ? 

Mr. Ruopes. Well, I am not too sure of the intangible factors. I 
have some doubt avout them where they are being used to show that 
first-class is being handled at a loss. I don’t believe that. Neverthe- 
less, I feel so strongly about this amendment that I would take it 
with or without the intangible factors. 

Senator Cartson (presiding). Senator Yarborough ? 

Senator YarnoroucH. Congressman Rhodes, I want to compliment 
you on your thorough study and great knowledge of this subject 
through your years of service in the House on the Post Office 
Committee. 

Mr. Ruopes. Thank you. 

Senator YarsorouGH. It shows the most comprehensive grasp of 
the situation that I have met with. I want to ask you about the third 
paragraph on page 2 of your statement, where you point out that 
there would be a deficit of about $65 million in carrying magazines 
and periodicals in 1956. Does that include the religious and educa- 
tional magazines, or is that just the commercial magazines? The 
first two lines. 

Mr. Ruopes. The $65 million is just the commercial magazines, and 
the $61 million loss refers to daily newspapers. Also, there is an 
additional $57 million loss in second-class matter of miscellaneous 
‘ategories. One figure is for commercial magazines, the other is 
for the daily newspapers. 

Senator YarsorouenH. I noticed on the tables attached to your state- 
ment you have some 10 magazines listed there, including National 
Geographic. Does it come in the category of a publication with less 
than 5 percent advertising or is it in the commercial category ? 

Mr. Ruopes. I believe that it has more than 5 percent advertising. 

Senator Yarsoroucu. And it goes into that category because of 
that? 

Mr. Ruopes. Yes. 

Senator YarrnoroucH. Congressman Rhodes, on the newspapers 
carrying the daily newspapers, there is a deficit of about $16 million. 
Do you have any statistics on that as to what percentage of those are 
carried within the city of publication and what percent of that is 
carried by mail outside of the city of publication ? 
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Mr. Ruopes. I don’t have those figures. I understand that most 
papers distribute their papers by carrier. 
Senator Yarsoroven. In the city / 

_Mr. Ruopes. In the city. I think the bigger papers like the New 
York Times and the Chicago Tribune would have a much larger 
mail circulation than most of the other publications which are not 
distributed so widely as these two. 

Senator Yarsoroven. Your thought is that most of this is for 
mailing out of the city of publication ? 

Mr. Ruopes. Yes. 

Senator Yarsoroucu. There is very little mailing in the city itself? 

Mr. Ruopes. There is very, very little in the city. 

Senator YarsoroucH. Thank you, Congressman Rhodes. 

Senator Cartson. Congressman, it was nice of you to come over. 

‘The Cuatrman. Thank you for appearing before our committee. 
We appreciate your information. If you have any additional infor- 
mation, you may submit it to us. This is a new and novel question, 
and we would like to know how to administer it, how to go about it. 
We are very much interested in it. 

Our next witness is Mr. Arthur Gray, president, Street & Smith, 
Ine. 

Mr. Gray. Mr. Chairman, Mr. Cawley and I are appearing for 
Magazine Publishers Association. May we appear together ? 

The Cuarman. Yes, you may. 


STATEMENT OF ARTHUR GRAY, PRESIDENT, STREET & SMITH, 
INC.; ACCOMPANIED BY FRANCIS R. CAWLEY, VICE PRESIDENT, 
MAGAZINE PUBLISHERS ASSOCIATION, INC. 


Mr. Gray. I am Arthur Z. Gray. I am president of Street & 
Smith Publications, Inc., of 575 Madison Avenue, New York City, and 
chairman of the general operations committee of the Magazine Pub- 
lishers Association, Inc. 

With the committee’s permission I will limit my remarks to the 
question of second-class mail since the committee will hear or will 
have heard able presentations on the subject of the other classes of 
mail by representatives of their users. 

The Magazine Publishers Association is an organization of 100 
members who publish 375 magazines. These magazines include 
farm, business, scientific, educational, religious, and general interest 
publications whose circulation per issue totals 165 million copies. 

As the members of this committee are aware, the magazine industry 
as a whole has been subjected in recent years to a great deal of public 
criticism in connection with the industy’s position as to postal rates. 
Our position, which I will discuss later, has the virtue of consistency 
and the strength of conviction and the members of my association 
are unanimous in their opinion that the criticism is wholly unjustified, 

Public criticism repeatedly and irresponsibly voiced gives rise to 
the further problem of private criticism based on the half-truths of 
the public variety. The unearned adverse effect of the combination 
on the industry requires that we do all in our power to correct the 
impression created in the public mind as to our motives. 

| am not speaking in a vacuum. For instance, in the debate in 
the House last year on H. R. 11380, there were repeated references to 
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the subsidy of Life magazine, one of our respected member publica- 
tions. This subsidy was stated in the debate to be anywhere from 
$8 million to $9.5 million each year. 

The Cuairman. May I interrupt you just a second? The subsidy 
here is determined on the cost-ascertained plan? Is that true? 

Mr. Gray. Yes, sir. 

The Cuarrman. That varies with the cost accounting ? 

Mr, Gray. Yes,sir. I point that out. 

Thereafter, in the hearings held by this committee on the same 
bill, a representative of Time, Inc., publishers of Life magazine, 
demonstrated that on the Post Office Department’s own figures the 
subsidy did not in fact exist. This demonstration was repeated be- 
fore the House committee during the hearings held on the present bill 
this year. The Post Office Department was at all times aware, and, 
in fact, was invited to and did examine at length the method of dis- 
tribution on which the demonstration was based. 

Despite this the Department has continued to issue what can only 
be called propaganda reiterating the claim of tremendous subsidies 
for Life and other large magazines. The only basis for this claim 
is that their accountants disagree with others equally qualified. This 
is certainly no sound or justifiable basis for issuing ex cathedra 
pronouncements which do great harm to our industry, 

The Cuarrman. What was es reason in the beginning for giving 
a much lower rate to second class than we give some of the other 
classes / 

Mr. Gray. I think historically the reason was to encourage the dis- 
semination of educational and other informational matter to the gen- 

eral public. 

The Cuairman. If that be so, should the Post Office Department 

carry the entire burden if there is a deficit ? 

Mr. Gray. That is a question that is open to debate. Our industry 
doesn't feel they should carry the entire burden, but as I will point out 
later on, we have a proposal and we have always made the same pro- 
posal which we think will cover it. 

The Cuarrman. I don’t believe you got my question. I asked this: 
Should the general public and not the mail user pay for a deficit in- 
curred by the use of the mail for educational purposes / 

Mr. Gray. Yes, sir. 

The Crarrman. Please proceed. 

Mr. Gray. The popular response evoked by the unfair accusations 
made against our industry is typified by a post card I received last 
March from which I quote : 

Just why should publications make big profits and expect low postal rates 
when the public is being asked for an increase in letter rates? 

Quite apart from the question of whether or not “publications make 
big profits,’ which I will discuss later, is the practical, and indeed 
ethical, problem of how to clear our own name and at the same time 
avoid opposition to change purely for opposition’s sake. This requires 
constructive criticism on our part. 

It has been repeatedly stated to this committee by the MPA that 
we are not opposed to postal rate increases per se. But we do most 
strenuously object to any ad hoc approach to the problem of the postal 
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deficit. We are constrained to say that we believe the provisions of 
H. R. 5836 add up to such an approach. 

Our reasons for this opinion on the postal policy provisions of the 
bill have been expressed to this committee by Mr. Robert E. Kenyon, 
president of MPA, at the hearing recently held, to consider a defini- 
tive postal policy. For the sake of brevity I respectfully refer the com- 
mittee to Mr. Kenyon’s statement. I would also respectfully refer the 
committee to the report of its Citizens’ Advisory Council, dated Feb- 
ruary 26, 1957, which calls into question the conclusions of the Post 
Office Department as to its annual deficit and, therefore, the whole 
basis of its present drive for increased rates. This report must have 
hurt since it provoked the Postmaster General into an unseemly attack 
on the integrity of its authors despite the fact that it represents the 
unanimous conclusions of seven reputable men the majority of whom 
cannot be said to have any ax to grind and on whose ability this com- 
mittee chose to rely. 

We object to the ad hoc imposition of substantial increases in postal 
rates before a sound postal policy is adopted, before a real understand- 
ing of what the postal deficit is can be reached and before we see any 
real evidence of progress by the Department in putting its own affairs 
into shape. 

I might add, however, that we all realize that the Post Office Depart- 
ment is studying various economies. The Postmaster General’s an- 
nual report for the year 1956 admits that substantial further economies 
are possible. It adds that they cannot be carried out overnight and 
that the savings would have to be preceded by major expenditures for 
improved machines and facilities. 

Certainty there must be room for savings in this huge, sprawling, 
monopolistic organization which Deputy Postmaster Genetal Meatios 
Stans once denounced—and Mr. Nahm anticipated me on this—as 
“antiquated, antediluvian, obsolete, and tradition-ridden,” and which 
the Postmaster General’s annual report for 1956 refers to as laboring 
under “handicaps still existent because of the inertia of the past.” I 
am told that the Post Office Department has been experimenting, for 
instance, with machines to mechanize mail. Given constant research 
and experimentation, the operating cost of the Post Office can un- 
doubtedly be brought down. 

And when you consider that a cut of 10 percent would very nearly 
balance the postal budget, I think the Department should be in- 
structed to speed up the process. Meanwhile, there is no reason that 
the users of the mails should be asked to underwrite correction of 
a condition existing because of the Department’s admitted inertia. 
The chairman of this committee has proposed in 8. 2412, a sound 
method whereby funds for the capital costs of improved machines 
and facilities for the Post Office Department could be obtained in a 
manner beneficial to all participants. 

I would now like to address myself to the postal rate provisions of 
H. R. 5836. 

The Postmaster General makes much of the fact that second-class 
postage is only 3 percent higher than in 1932. This is a peculiar 
method of approach since it involves picking a base year most favor- 
able to the argument without regard to any other factors. On this 
theory it can be said that first-class postage has not increased at all 
since 1918 when the charge was 3 cents for 1 ounce. 
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A realistic approach to the question, if it is at all important, would 
take into account the range of postal rates over the whole period. 
Thus, in 1934, second- class rates were reduced from the 1932-33 
levels. However, since World War II they have been increased by 
more than 30 percent over the 1934 level. 

It must be assumed that the reductions of 1934 were made for 
good reasons, particularly since the 1932 rates were discarded in such 
a short time. Therefore, it seems to us equally sensible to say that 
the period 1934-World War IT should be regarded as the base period. 
The provisions of H. R. 5836 would place ‘second- class postage at a 
level more than 100 percent higher than the rates in existence during 
this base period. No other industry in the country has been sub- 

jected to such an increase in any of its major cost items in that period. 
Magazine publishers have seen their costs increase as have all other 
producers. But the largest increase in any of our major cost items 
in the last 15 years is 50 percent. 

The members of this committee are aware of the fact that the 
magazine industry as a whole is not affluent. Like the railroads it 
returns a very low average percentage of profits. The average per- 
centage for 1955 was 2.6 ‘percent. 1956 figures are not yet available 
but should not materially change the result. This small return does 
not, of course, mean that the industry i is unnecessary or unimportant 
any more than could such a thing be said of the railroads. It is a 
result of many complicated factors. There are exceptions to the rule 
but they merely underscore the overall fact. 

This condition has existed for many years. In 1955 the total net 
profit of the magazine industry was $30 million. As I have said, final 
1956 figures are not available but they should not vary materially. 
H. R. 5836 proposes to add an amount to our postal bill at least equal 
to our total net profit. But Deputy Postmaster General Stans, in his 
testimony before the House committee, says it “should produce no sig- 
nificant hardship on the publishing industry. * And we are told by 
the Post Office Department year after year that we can afford to pay 
“ -increasing postal rates because : 

_ All we have to do is raise our cover prices and advertising rates 
ath 

2. In any event we should be ashamed to be “subsidized.” 

If all we have to do to meet increased postal rates is to increase 
cover prices and advertising rates, does this committee believe we 
would waste its time and our own year after year in presenting these 
facts? An affirmative answer to that question insults our intelligence. 

The general experience in the industry is that such increases are im- 
mediately followed by drops in circulation and advertising lineage 
which offset the gains. And, despite Mr. Stans’ inference, in his testi- 
mony before the House committee, that the public will pay ever-in- 
creasing prices for magazines they “w ant,’ ’ we believe that there is a 
great difference between what people “want” and what they can 
afford. ‘This distinction apparently is not impressive to Mr. Stans. 

We are profoundly concerned because the proposed rate increases 
would put a tremendous dent in the 2.6 percent industry wide net 
profit which I have mentioned. We do not see how this could be 
made good. I will shed no tears on the recent demise of sey eral well- 
known publications despite the invitation to do so expressed by Mr. 
Stans in his testimony before the House committee on this bill. We 
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have no comment to make on the subject except to say that the fact 
speaks for itself and to add that the sarcastic flavor of Mr. Stans’ 
remark is hardly fitting in a case where almost 3,000 people suddenly 
lost their jobs. No amount of citing of indiv idual publications’ abil- 
ity to raise their prices or rates and continue to thrive alters the case. 
Most of our member publications are directed to specific audiences 
of small numbers. These magazines are often of great importance to 
their readers in their occupation or profession. The readers have not 
got the unlimited means imputed to them by Mr. Stans. The pub- 
lishers are not at liberty to raise prices and rates at any time with 
impunity. 

he Cuarrman. How far in advance do you sell your subscrip- 
tions? 

Mr. Gray. In my own company we try to sell anywhere up to 3 
years. The average is about 18 months. 

The Cuarrman. So the average subscription runs 18 months? 

Mr. Gray. The average subscription in our company runs 18 
months. 

And what is this “subsidy”? Can we rely on statements of the 
Department in the belief that the computations it has made on the 
subject have taken into account all of the variations in methods of dis- 
tributing all magazines? It now appears that such reliance would 
be misplaced. 

The study made by Time, Inc., as to Life magazine, and a study 
made by my own company as to the 3 lar gest of its magazines, which 
was presented to the House committee, indicate that the Post Office 
Department makes money at present rates on those 4 magazines. 
What is true for those 4 is ‘undoubtedly true for all other similar mag- 
azines. This somewhat startling conclusion is, of course, subject. to 
check by this committee, challenging, as it does, the conclusions of 
the Department’s accountants. Suffice it to say that the moral to be 
drawn from it is that before levying a further tax on our operations 
we should find out where the loss sustained by the Department in 
carrying second-class mail comes from rather than to accept blindly 
the Department’ s claims which able men have contradicted. 

I do not believe that this committee has been aware of this situation. 
I suspect that an investigation would disclose that the loss arises for 
the most part from those publications which under any theory ought 
to be carried at a loss in the public interest. I think it would also dis- 
close that those magazines which carry large amounts of advertising 
pay their way. 

This brings me to a discussion of the so-called Rhodes amendment to 
H. R. 5836. This amendment provides that second-class mail users 
shall pay their total “subsidies” less the first $100,000 of such subsidy. 

In view of what I have said the committee will be aware that the 
MPA believes that this amendment would be impossible to apply. 
It presupposes an accurate method of determining the “subsidy” of 
any magazine. We believe that there would be as many answers to 
such an investigation as there were accountants making the investiga- 
tion. 

The Cuarrman. Would that be followed by lawsuits or what would 
happen in that regard ? 

Mr. Gray. Lam not sure about the lawsuits. I think there might be 
something there about the basis of discrimination. My point on which 
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I choose to rely in this connection is that if you turn accountants loose, 
all qualified, they will all come up with different answers. I don’t see 
how it is possible to determine it, as to any particular publication. 

The amendment would also require the expenditure of much time 
and effort by the Department in producing answers to a myriad of 
questions. ‘This would be unjustified under any circumstances but 
is particularly so in this case where the accuracy and justice of those 
answers could reasonably be challenged by qualified experts. 

What, then, does the MPA propose? It proposes the adoption of a 
sound postal policy, a reexamination of the deficit of the Post Office 
Department in the light of that policy, and imposition of postal rates 
consistent with the results thereof. Failing such procedure an inter- 
minable series of arguments between opponents equally certain of the 
justice of their causes is inevitable. I am sure this committee is as 
much appalled at that prospect as are we. 

The CnarrmMan. Senator Carlson ? 

Senator Cartson. Mr. Gray, do you have any idea of how many 
publications might be affected by the Rhodes amendment if it were 
amended? Roughly would you care to guess ? 

Mr. Gray. No, sir; I couldn’t. The reason is because qualified 
accountants disagree. I couldn’t even guess. For instance, Mr. 
Rhodes categorically stated that Life, Saturday Evening Post, Read- 
er’s Digest, and the rest of them, all are carried at large subsidies. 
If you go out and hire Ernst & Ernst, Price-Waterhouse, or any other 
large accounting firm that knows a good deal about postal operations, 
they will tell you that that is not so. 

So if that is the case, I couldn't possibly guess how many. Right 
now my guess is none. 

Senator Carison. I appreciate this conflict because those of us who 
serve on this committee had the opportunity of having Mr. Brum- 
baugh before us, who testified, and he demonstrated by their method 
of accounting that there was no loss in carrying Life. So I can see 
some of the problems involved. I was just wondering how far out it 
wonld reach. 

We had a very distinguished Senator from the State of Kansas who 
served 30 years in this body. He built up quite a number of cases. 
iam somewhat acquainted with them. They have newspapers, maga- 
zines, farm papers. While I have not checked recently, I know their 
postage was somewhere around a million dollars a year. Some of 
these publications, to my own knowledge, were not profitable. Some 
have been, of course. Some are at the present time. I just wonder 
how many of those particular individual items in a corporation like 
the Capper Publications, which are now the Stauffer Publications, 
how they would be affected, how they would pick out an individual 
unit ina big operation. 

Mr. Gray. I think that an examination of the problem would dis- 
close that that is the kind of magazine publication that would be 
affected more by Mr. Rhodes’ amendment than Life or the Saturday 
Evening Post. 

Senator Cartson. I have a feeling that Life and Saturday Evening 
Post will get along all right. But I am concerned about the ones in 
the country. 
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Mr. Gray. Any magazine that is predominantly subscription and 
goes to the rural areas, to the far zones, costs the Post Office Depart- 
ment a good deal of money, and that is the kind that would be hit. 

Senator Carison. I agree with you because I am somewhat familiar 
with their problem. Thank you very much. 

The CHarrman. I notice the way that this amendment is worded— 
I think you called this to our attention once before, Senator—subsec- 
tions (a) and (d). We have (a), (b), (c), (d), and (e) in that 
section. Have you noted that? Do they keep separate count of each 
one? I would like to have a little light on that. 

Mr. Cawtey. Mr. Chairman, the exclusions contained in Congress- 
man Rhodes’ amendment applied more to the nonprofit and classroom 
publications. I don’t believe he intends that they be covered by his 
amendment. 

The Cuatrman. This says: 


Provided for in subsections (a) and (d) of this section. 


Mr. Cawxey. Subsection (a) deals with increases in regular sec- 
ond-class rates, which of course still apply, but exclude the 1 nonprofit 
publications. Section (d) relates to the act of October 30, 1951. And 
his amendment further states that— 
it shall not apply to organizations, associations, newspapers, periodicals, or 
publications within the purview of the second or third provisos of subsection (a) 
of this section. 

My interpretation of that is that it does not apply to the nonprofit or 
so-called exempt and classroom publications. 

The Cuatrman. In other words, that would cover all the exempt 
publications that are giving cheaper rates, too? 

Mr. Cawtey. That is right; it excludes them from coverage. 

The Cuarrman. They are given preferential rates under class 2? 

Mr. Cawiey. That is correct. 

Mr. Brawtey. Mr. Cawley, on page 4, subsection (b) changes the 
minimum per piece rate from one-eighth of 1 cent to one-fourth of 1 
cent. How would your association feel about a Federal increase to 1 
centasaminimum?! Have you given thought to that ? 

Mr. Cawtey. We have given thought tothat. We feel that the fail- 
ure to provide an adequate minimum per piece rate in second-class mail 
has resulted in a pretty large subsidy to ae inds of small publishers. 
Mr. Stans testified last Friday that this amounted to about $35 mil- 
lion. I think it is up to Congress to determine whether or not to raise 
the minimum piece rate to 1 cent, with all that that entails, or recog- 
nize that there is a large subsidy involved, set it aside, and have it 
paid for out of the general funds of the Treasury. 

Mr. Braw.ey. What are some of the typical things that go through 
this one-eighth ? 

Mr. Cawtry. News-type letters, very lightweight and small news- 
papers. Youcan get quite a quantity of those to the pound. 

‘hey would have low rates, even lower than one-eighth cent if you 
went on a straight pound rate. I think it has been demonstrated to 
this committee that one of the big problems in second-class mail is 
the lack of an adequate ene per piece rate. For example, take 
a pound of first-class letters. Calls for 3 cents for each ounce. A 
pound of second-class mail goes on the straight-weight basis. That 
pound may cost possibly a nickel, whereas a pound of first-class mail 
could cost you 48 cents. We have given it some study and we recog- 
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nize the merit of raising the minimum per piece rate. But at the 
same time you have to keep in mind that there are many small news- 
papers throughout the country that this might seriously affect. The 
committee ought to look into it and consider the possibility of in- 
creasing the minimum per piece rate, particularly when it will raise, 
at a cent, appr poseanaie a 20 million, and at 114 cents it may run as 
high as $30 million or A million in additional revenues. 

{ would caution you to consider the impact of that before such step 
is taken. It wouldn’t affect larger publishers whose average per piece 
rate is considerably higher than one- quarter cent now. 

Senator Yarsoroucu. Mr. Gray, you have in your statement a com- 
ment about some recent. well-known publications that went under. I 
assume that - are referring to Collier’s ? 

Mr. Gray. I didn’t want to mention it because Mr. Stans in effect 
challenged to mention it, so I decided not to mention it at all, but that 
is the case, yes. 

Senator Yarsoroucu. And the American Magazine? 

Mr. Gray. Yes. 

Senator Yarsorouci. Wasn’t the amount of money they received 
from advertising cut drastically shortly before they went under? 

Mr. Gray. No, sir, it began to build up. 

Senator Yarsoroucn. That didn’t go down? 

Mr. Gray. It took quite a dip and then came back and was going 

right up just before they were forced to fold. 

Senator Yarsoroven. On the last page of your statement, the last 
paragraph, you state what the Magazine Publishers Association pro- 

oses ¢ 

Mr. Gray. Yes, sir. 

Senator Yarsoroucu. Your statement there is that it— 
proposes the adoption of a sound postal policy, a reexamination of the deficit 
of the Post Office Department in the light of that policy, and imposition of 
postal rates consistent with the results thereof. 

What I would like to have, as a member of this committee, is what 
postal rates do you recommend ? 

Mr. Gray. I don’t know. Until a policy is set 

Senator Yarsorovucu. In the meantime the mails have got to keep 
rolling ? 

Mr. Gray. Yes; I realize that. 

Senator YarsoroueH. And it has got to be delivered. Your pub- 
lication dates have to be met. People keep on subscribing and the 
Post Office Department has got to carry the mail. Do you have any 
recommendations whatsoever as to postal rates of any category of 
mail at this time ? 

Mr. Gray. You mean does the association recognize 

Senator Yarsoroueu. The association as an association or indi- 
vidually ? 

Mr. Gray. I am here only speaking for the association, so I would 
rather state what in general is their opinion. They recognize the 
fact that the costs of the Post Office Department are rising. They 
also recognize that while the Citizens Advisory Council report would 
indicate that for the year in which it was made there was no deficit 
at all in the post office, that perhaps because of the increased costs 
to the Department that situation has changed now. 

A reexamination of that situation would lead to the more realis- 
tic—we think realistic—figure as to the postal deficit. We as an in- 
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dustry might be prepared to go along with 10 percent increase as of 
right now, pending the time that this reexamination could be com- 
pleted. 

As I say, I haven’t gone into the first-class problem because I am 
not qualified to do that. Mr. Nahm brought that up. Whether or 
not an increase in first class is necessary I really won't know until 
this examination is completed. 

The Cuarrman. Are you a user of the first class rate / 

Mr. Gray. Yes, sir, my own company. Quite to some extent. 

The increase of 1 cent in first class would cost my company $50,000 
a year. 

Senator YarsoroveH. Do you advertise by first-class mail for sub- 
scribers ? 

Mr. Gray. Sometimes. Not very often. It is usually third class. 
It is just the normal business correspondence and an occasional drive 
for subscriptions. 

Senator YarsoroucH. Those are all the questions that I have. 

The CuarrmMan. Senator Carlson, I believe you had some questions. 

Senator Carson. Assuming that the Rhodes amendment were 
adopted by Congress, would there not be a tendency on the part of 
magazines to look for other methods of distribution than the mails? 

Mr. Gray. No, sir, definitely. As a matter of fact, investigation 
is already under way to see if some other method of distribution of 
subscription is not possible. 

Senator Cartson. That is all, Mr. Chairman. 

The Cuarrman. Even with the rates as they are at present, in some 
instances they are looking for other methods of distribution ¢ 

Mr. Gray. Definitely. 

Senator Yarsoroven. Would that be a group of magazines going 
in for a composite delivery system ? 

Mr. Gray. Yes, sir. In other words, we have distribution com- 
panies as you know for newstand circulation. One method might be 
to enlarge those distribution companies so that they would also dis- 
tribute the subscription circulations. Whether that is feasible at this 
time we don’t know. Naturally, it is a tremendous job. Our own 
magazines of my company go to every State in the Union and it is a 
substantial problem. We are working on it. We are all working on 
the idea. 

Senator Yarsoroucu. Those are all the questions that I have, Mr. 
Chairman. 

The CHatrman. We certainly thank you for coming here this 
morning to give us this information. 

It is now about 3 minutes to 12. We have to adjourn by 12 o’clock 
so we won’t be able to take another witness. We will reconvene on 
Thursday at 10 o’clock. 

Senator Cartson. Do I understand that we are going to continue 
on this same business when we return ? 

Mr. Brawtey. There might be some changes. 

Senator Cartson. Senator Bush called me and requested that the 
Reader’s Digest be invited to appear. 

The CHatmman, We will recess until Thursday morning at 10 
o'clock. 

(Thereupon, at 11:58 a. m., the subcommittee was adjourned, to 
reconvene at 10 a. m., Thursday, August 23, 1957.) 








POSTAL RATES 


THURSDAY, AUGUST 22, 1957 


Unitep States SENATE, 
ComMITTEE ON Post Orricre AND Crvit SERVICE, 
SuBcoMMITEE ON Postat Rares, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., in 
room 135, Senate Office Building, Hon. Olin D. Johnston presiding. 

Present: Senators Johnston (chairman of the committee), Mon- 
roney, Scott, Neuberger, Clark, Yarborough, Carlson, and Morton. 

Also present: H. W. ‘Brawley, executive director, and Frank A. 
Paschal, professional staff member. 

The Cuatrman. The committee will be in order. 

Our first witness this morning is Mr. Vance R. Sparks, president of 
the Sparks Co. of Austin, Tex. 

Mr. Sparks, please identify yourself for the record and proceed 
with your statement. 


STATEMENT OF VANCE R. SPARKS, PRESIDENT, THE SPARKS CO., 
AUSTIN, TEX. 


Mr. Sparks. Mr. Chairman and members of the committee, I have 
come from Texas to provide the committee with information regard- 
ing my business and the effect H. R. 5836, Mr. Summerfield’s rate bill, 
would have on it if enacted. I am sure the committee and the Senate 
would agree that this legislation should not be enacted if it can be 
shown that the losses suffered by tens of thousands of small businesses 
would greatly exceed any benefits derived from rate hikes. 

You have been told by Mr. Summerfield that third-class mail users 
ean, Without harm, pay the $25 per thousand rate provided for in 
his rate bill. On Friday last he admitted that no studies had been 
conducted by the Commerce Department or the Small Business Ad- 
ministration on this complex study. He told you that the United 
States Chamber of Commerce, the National Association of Manu- 
facturers, and the National Industrial Conference, whoever that is, 
have offered their judgments that the rate increases proposed will not 
affect business adversely. 

Now, I think you gentlemen will agree that it would have been far 
better had Mr. Summerfield sought the opinions of the 223,000 third- 
class, bulk-permit holders. He w ould have gathered some eye- 

opening information. My own opinion is that 99 percent of these pre- 
dominantly small mailers would be against H. R. 5836 and could 
show that, if they were not put out of business completely by it, their 
operations would be severely curtailed. 
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My company is only one of tens of thousands which will be driven to 
the wall by the $25 per thousand rate urged by Mr. Summerfield. 
I come here to tell you how and why such a rate would put the Sparks 
Co. out of business. 

I am not shedding crocodile tears. I have the figures with me, 
They tell a simple but tragic story: If the bill is adopted, the Sparks 
Co. will be forced to close its doors. 

Third-class mail has been much maligned by the newspapers of 
America. Three or four years ago they put on a concerted cam- 
paign to defile this advertising-sales medium by making “junk mail” 
a household phrase. Their thousands of editorials convinced a large 
segment of our people that such mail was a nuisance, that nobody 
read or responded to it. As a result, constituents were prompted to 
write letters to Representatives and Senators urging the elimination 
of this category of mail. Naturally the newspapers have a selfish 
interest. Third-class mail provides them with some advertising com- 
petition. By destroying it, they will feather their own nests. 

But why destroy third-class mail? There is nothing new about 
such mail matter. It has existed since 1882. 

The Congress and the Department long ago recognized the need 
for a large volume of fill-in, deferred-service mail to keep valuable 
clerks profitably occupied during slack periods. 

The bulk rate—where the mailer is required to sort, tie, sack, and 
deliver his mail to the post office—was created in 1928. The rate was 
set at 1 cent. There it remained until July 1, 1952, when it was in- 
creased to 144 cents—a 50 percent increase. During the years 1932 
to 1952 the first-class rate was 3 cents, the third-class rate 1 cent— 
a ratio of 3to 1. The ratio was changed in the latter year from 1144 
cents to 3 cents—or 2 to 1. It is now proposed to make the ratio 
21% cents to 4 cents. 

In other words, first-class is being increased 3314 percent over the 
1932 rate while it is proposed to increase third-class a whopping 150 
percent. 

If the Congress were to legislate such a drastic rate increase on 
third-class bulk mail, it could very well reverse ‘its wise decision of 
1928 when it invited the creation of the direct-mail industry through 
the 1-cent rate. 

Under no circumstances should the Congress be stampeded into 
adversely affecting the 4 to 5 million people who depend wholly or 
partially on third-class mail sales for their livelihood. : 

In spite of what is said in the press and in letters from constituents, 
the American people do respond to third-class mail advertising. 
Total annual sales from this source are at least $15 billion. 

One thing is certain: If the rate is advanced to 214 cents, the 
volume of third-class mail will diminish drastically as will sales. 
If only $3 billion of sales are lost because of this punitive rate, it 
will be obvious that Federal revenues lost by the Government through 
reduced personal and corporate taxes will far exceed the $128 million 
hoped to be realized by Mr. Summerfield through a 2-cent rate. 
This is not only robbing Peter to pay Paul; it is mortgaging all of 
Paul’s assets to expand the debts of both of them. 

Some information about my own business should dramatize what 
I am trying to say. 
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In August 1952 I borrowed $500 to start my present business. I 
made a mailing of collection stickers to 1,000 smal] business. The 
$500 was paid for the stickers, the sales letter, the envelopes, and the 
postage. I got 20 orders—not enough to make a profit, but an encour- 
aging start. Before the year was over, I had mailed 64,000 third- 
class letters. In 1953 I mailed 360,000 pieces. In 1954 the volume 
had increased to 600,000; in 1955 to 1 million, and last year to 1.9 
million. The first profit year was 1956 when the corporation netted 
$8,451.19. Salaries paid to 15 people in 1956 totaled $39,763. My 
wife and I drew a total of $6,000, both working 7 days a week. My 
mother, the bookkeeper, drew $200 a month and my brother, Howard, 
the expert at creating the sales literature, also drew $200 a month. 

At the present rate of 114 cents, we expect to net $30,000 in 1957 
on a mail volume of 5 million pieces. We are now employing 33 
people. One need not be an Einstein to figure the additional postage 
expense if the 244-cent rate is enacted. It will be exactly $50,000. 
That would not only wipe out our present $30,000 profit, but force 
the Sparks Co. to close its doors. Moreover, it would be impossible 
for the company to pay its creditors. The amount presently owed is 
$166,000. On Friday, Mr. Summerfield posed as a direct-mail expert, 
asserting that fellows like us were wasteful in our mailings because 
of the low-postage rate. As a large Chevrolet dealer, he used direct- 
mail advertising. If Mr. Summerfield can tell me how we can get 
our sales messages to business firms in the 48 States without using 
third-class mail, I shall be greatly obliged. It is O. K. to have a 
Chevrolet franchise in Flint, Mich., where he can use salesmen, news- 
paper, radio, and television advertising. While third-class mail is 
useful to automobile dealers, it is hardly indispensable. Tens of 
thousands of small mailers like myself just have to depend on third- 
class mail to keep going. We don’t have the kind of businesses or 
the captal to resort to magazine, television, and radio network adver- 
tising. As I said before, the Congress was very wise when it created 
third-class mail many years ago. That decision spawned a great 
industry. To now destroy it would be the height of folly. 

I hope this testimony will prove useful to the committee. 

I want to express my thanks for the chance you have given me to 
tell our story. 

The Cuatrman. Are there any questions ? 

Senator Yarborough, the Sparks Co. is located in Austin, Tex. 

Mr. Sparks. Good morning, sir. 

Senator Yarnorovuen. Good morning, Mr. Sparks. 

I noticed in your statement here something about a requirement to 
sort, tie, sack, and deliver the mail to the post office. Do all third- 
class mail users deliver their mail to the post office ¢ 

Mr. Sparks. Yes, sir. 

Senator YArsoroucu. In bulk ? 

Mr. Sparks. Yes, sir. 

Senator Yarsoroucn. It is sorted, tied, sacked, and delivered to the 
post office ? 

Mr. Sparks. Yes, sir. 

Senator YarsoroucH. How is it sorted ? 

By “sorted,” do you mean by cities or by States? 

Mr. Sparks. We sort by cities. We tie off by cities. 


i Pi i Ast ntti arene 


nec tie 


EN AR eR a OS sa 











116 POSTAL RATES 


If there are 10 or more letters going to 1 city, we tie that in 1 bundle. 

Senator Yarsoroues. Do you use zoning in cities! 

Mr. Sparks. No, sir; we don't zone. 

We work the mail completely as far as we can and deliver it to 
the post office, tied off to towns it is going to in the sacks. The sacks 
are labeled. 

Senator YarsoroucH. Have you ever talked with any officials of 
the Post Office Department—I don’t mean national, but local—about 
your third-class mail ¢ 

Mr. Srarks. In what regard, Senator? 

Senator Yarsoroven. About whether they want it or not or 
whether they need it ? 

Mr. Sparks. Yes, sir. The people in the Post Office Department 
in Austin, Tex., want third-class mail, They say they have to have it, 

Senator YarsorouGcH. If an overall postal increase in postal rates 
were voted, would you object to an increase in third-class mail to the 
extent of the same percentage of increases voted other classes of mail ? 

Would you object to an average percentage increase ? 

Mr. Sparks. | would have to study that. 

Senator YarsoroucH. Would you object to the same percentage 
increase on third-class mail that is voted, if any, on second-class mail 

Mr. Sparks. Last year, I believe, to answer that question, I would 
have a loss in my operation, Senator. 

Senator Yarsoroven. If there had been an increase to the same 
extent that is now proposed for second-class mail ¢ 

Mr. Sparks. Yes, sir; I believe so. 

Senator YarsorouGH. Does any third-class mail get first-class mail 
treatment ? 

Mr. Sparks. It only gets that treatment if there is no first-class 
mail ahead of it. Otherwise, this mail is put into the corner until 
first class is worked. 

Senator Yarnoroven. Is there any such thing as red-tag treatment 
for third-class mail, where you put a red tag on it and it goes in 
with first-class mail generally and gets the same treatment / 

Mr. Sprarks. Not to my knowledge, Senator. 

Senator YarsoroucuH. That is all the questions I have, Mr. Chair- 
man. , 

The Cuatrman. Has anyone else any questions ? 

Senator Cartson. That was a very good statement, Mr. Sparks. 

Mr. Srarks. Thank you, sir. 

The Caamman. We certainly thank you for coming before us, Mr. 
Sparks. 

Mr. Sparks. I thank all of you for listening to me. 

The Cuamman. Mr. J. Howard Dinwiddie, Dinwiddie Distribut- 
ing Service, Houston, Tex. 

You may proceed, Mr. Dinwiddie. Identify yourself for the record. 








STATEMENT OF J. HOWARD DINWIDDIE, DINWIDDIE DISTRIBUT- 
ING SERVICE, HOUSTON, TEX. 


Mr. Dinwipptr. My name is J. H. Dinwiddie. 
I have owned for 21 years in Houston, Tex., a distributing service 
and have been for 8 years in the mailing business in Houston. 
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Our mail work is predominantly third class. Our lists extend into 
6 States. 

I am president at this time of the National Association of Advertis- 
ing Distributors, and I would like to take just a few minutes to read 
a prepared message to you. I believe it takes about 8 minutes. 

The CuatrmMan. Proceed. 

Mr. Drnwipptr. Mr. Chairman, honorable members of the Senate 
Post Office Committee, every schoolboy learns that in a far-off place 
called Washington are two groups of men known as Senators and 
Congressmen who study, formulate, and pass such laws as are needed 
ona broad scale by which we all must live. 

This same schoolboy, in attending the church of his choice, also 
learns that. life as we know it on this earth depends on a delicate sys- 
tem of checks and balances instituted by his Creator and carefully 
guided by Him for the good of all. 

The further he goes into a more formal education, the more he is 
able to learn of this delicate balance and to marvel in awe and amaze- 
ment that it not only exists in his own sphere, but throughout the 
whole world. 

I believe this same little man feels that his duly elected representa- 
tives to the Halls of Congress are learned, intelligent, and capable men 
who are able to rise far enough above petty or power politics to seek 
to understand the problems of all the people of our country as well as 
those of his own constituents. 

More than that, I believe that this same man who vests this tre- 
mendous power in so few individuals feels that these individuals will 
ask a divine guidance to maintain a balance of life among our people 
as he goes about creating those laws by which we will live. 

I strongly contend that the quick action of the lower House in pass- 
ing this bill indicates that they have given too little thought to the ill 
possibilities inherent in the imbalance the passage of this bill will 
create. 

I am willing to believe that you constantly think in terms of the 
needs of all people and all business firms—both large and small—and 
whether or not they are necessary or useful to our way of life. 

To my knowledge, it has long been the key axiom of all business to 
“find a need and fill it.” I see no other way to justify the existence of 
any business in our reasonably well- balanced economy, if that business 

cannot conform to this axiom. 

Consider for the moment that I operate a small mailing service way 
down in Houston, Tex., which engages primarily in that t type of mail- 
ing requiring third- class postage. I employ 50 people on a permanent 
basis and have an investment in lists and equipment of a little more 
than $50,000, quite a bit of which is not yet paid for. Our list of active 
accounts exceeds 100, and our annual billing approaches $300,000. 

There may be 500 such firms of equal or greater size, and I am sure 
there are far more than 5,000 smaller such firms. 

Please believe that this number of firms must, in order to exist, serve 
into the hundreds of thousands of other firms who must need such a 
service in order to consummate and further their daily activities. 

It is my firm belief that this proposed postage increase, as passed by 
the House of Representatives, will almost immediately destroy 80 per- 
cent of the firms in this field, both large and small. I have come 2,000 
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miles to tell you I am well aware that my own little firm will be one of 
those destroyed. 

I have a very strong recollection of the rude shock that raising third- 
class postage from $10 to $15 had on the volume of mailing we were 
producing at that time. In 2 weeks’ time it dropped 60 percent and 
did not approach recovery for the next 6 months. Consider, then, 
what effect it will have when you think of jumping the postage to $25 
per thousand. 

Consider if you will, please, the plight of the little independent cor- 
ner grocer in Houston who cannot pay $600 or $700 for a page of news- 
paper advertising which does not go to every home, but who can cover 
all of his own local trade area completely with a mailing piece at a 
total cost for printing and mailing of $32 per thousand. An increase 
in postage to $25 will represent a 30-percent increase in his total adver- 
tising cost, which is a fantastic increase in what he counts as the pump 
for the lifeblood of his business. 

Consider also, please, the position of the largest printer in our town, 
with assets in excess of $1 million, a payroll of over $500,000 a year, 
covering 84 union printers and pressmen and 20 sales and office em- 
ployees. This printer prints an average of 750,000 pieces of adver- 
tising a week. At least 500,000 of these pieces go through the mail 
and under third-class postage. With this massive equipment in the 
form of rotary presses and typesetting equipment, this printer, after 
10 years of struggle, is epouoediiine a break-even point. 

Please believe me when I say this organization would be destroyed 
overnight. 

I can readily name several other major printers in our town who 
would be forced to close their doors immediately if they suffered as 
much as a 25-percent reduction in volume, which the passage of this 
proposed legislation would certainly force on their business. 

Myself and my customer represent only a minute example, hardly 
worthy of mention in the whole scheme of things, but we both firmly 
believe that should the use of this medium be vastly impaired by price 
increases, that you will have seriously damaged that facet on which 
much of small business rests and on which a major fraction must lean. 

I believe the Postmaster General states every intention of running 
the post office as a business, Perhaps the Postmaster General is not 
aware that any business can price itself out of business. 

Most businessmen would regard a 5- or 10-percent increase in rates 
as legitimate, but what kind of businessman proposes to raise his rates 
66 percent on top of a previous raise of 50 percent ¢ 

uch a man could not stay in business unless he had a monopoly, and 
then he could only find that his loss of volume would only require still 
further increases in rates to maintain his overhead. 

You gentlemen have access to a veritable mountain of factual infor- 
mation from every source. You must surely have read the report of 
your own Citizens’ Advisory Committee. 

If the Postmaster General would operate the post office as a busi- 
ness, let him separate the public-service portion of the post office, as 
recommended by the Citizens’ Advisory Committee, and properly di- 
vide and apportion the balance of the costs under your leadership. 

May I ask that you heed the ardent pleas of myself and the many 
thousands of other little people who would be so vitally affected by the 
passage of this legislation. 
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I beg you to heed these pleas to the extent that you will use all your 
many facilities and information and again seek divine guidance to 
maintain a proper balance in this segment of our American way of 
life. 

Thank you, gentlemen. 

The CuHatrman. How does your business touch the first parties that 
you do business with and how does that touch the general public? 

Mr. Dinwippie. I am sorry, sir. May I have that again? 

The Cuarrman. How does your business touch businesses that you 
act for or do advertising for and how does that, in effect, affect the 
people generally and with regard to the products which they buy ? 

Mr. Dinwippte. I have long understood, without the mass of detail 
that goes along with it, that one of the credits for the extension of the 
whole economy is based on the selling of merchandise to the individual 
which, in turn, creates jobs and backs all the way up. 

. A direct-advertising medium, such as this, is a very powerful sales 
actor. 

This medium can be directed. It is not a scattergun type of thing. 

This medium can be sharpened in a merchandising manner as a 
great many of our clients, perhaps in the dry goods’ business or in the 
grocery business, know. ‘They can vary the impact in a given com- 
munity. 

This medium can be used to sell merchandise very simply. 

I know of one organization, frankly, that we are now doing busi- 
ness with out of New Orleans, a chain of 44 auto-accessory stores, 
who have, frankly, set an entire year’s program of selling—all their 
stores and their associate stores—on a direct-mail piece. They will 
use newspaperwork on a continuing basis through the year, but they 
have had now for 2 years a program of 6—they may extend that to 
7—direct-mail pieces which have a little stronger hitting power, and 
it goes directly into the home. 

I believe that the true impact of this type of direct selling rests in 
the fact that the individual housewife actually handles this piece. 

I have heard that on a national basis less than two pieces of mail 
reach every residence on a daily average. Should this be the case, then 
this sculls be the reason why a merchant would want to use this. If 
he can take the nearest thousand homes to his location and place a 
piece of advertising in each of those thousand homes, then he has done 
what he can to further his business. The merchandising comes 
separate from that, but he can reach his market in this manner. 

I am very sincere when I say of this hundred accounts that I 
mentioned I know that 40 of them are 5,000 pieces or less. These are 
the little, independent community merchants that we deal with. 

Have I at all answered your question, sir? 

The CHarrmMan. Yes, sir. 

Another thing: Isn’t there a timesaving factor involved in this, in 
that they can see what they want and they know right where to go 
and make the purchase ¢ 

Mr. Dtnwippir. Well, I would like to answer that in this way : Most 
urban areas are decentralizing. You have—and we have participated 
in these—many cases where a new community center will spring up 
and will wish to make the members of that community, on a broad and 
sometimes regular basis, aware not only that they are there, but that 
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they do wish to serve them and that they do wish to offer them a reason 
to come and see them, which perhaps would be in the form of what they 
call, in merchandising, a good item at a good price. 

I should say that this is a must. 

Such a community center cannot afford an ad in the daily news- 
papers. If they cover 20 percent of the city of Houston, how can they 
afford an ad in their city newspaper to cover the whole city / 

It isa waste of money. 

The Cuatrman. Any questions ¢ 

Senator YarsoroucH. No. 

The Cuairman. Do you have something else, Mr. Dinwiddie / 

Mr. Drywippie. Yes, sir. 

I wonder if I might give a partial answer to the Senator's ques- 
tion a while ago of how the lists were prepared. 

We very possibly engage in a little bit different type of mailing from 
the gentleman from Austin. 

Our lists are completely prepared for zoning. Most of our routes 
are set up on postal routes. We do separate this material by street 
and tie it out by street for the post office. 

I have—and I am sorry I do not have them with me—perhaps 6 or 
7 unsolicited letters from post offices in our part of the country. If I] 
wished them, I firmly believe I could have 50 that I could solicit. 

I am very pleased with one of the things we offer our customer- 
and 1 might point out we have sales offices in Dallas, New Orleans, 
Little Rock, and Memphis. We are able, through the very pleasant 
cooperation of the post office in Houston, to print a circular on Friday, 
and by quickly processing and placing in the mail, we are able to get 
a distribution of perhaps a little Tuesday and some Wednesday, but 
normally most of it by Thursday in Memphis. That would be 600 
miles away. 

One of the reasons, I feel, that the post office has been so cooperative 
in helping us with that is that we have relieved them of a lot of the 
work and, consequently, some of the cost of handling our type of mail. 

The CHarrman. So, you separate it by State, by city, and then by 
zones within the city and by route; is that right ? 

Mr. Dinwippre. Yes, sir. We set up on a route structure of any 
city of 5,000 homes or more, which involves approximately 20,000 
population or more 

In the smaller towns, less than that, we set up alphabetically and 
numerically and still give it to the post office numerically, down each 
street, tied in separate packages. 

The CuHarrman. Are there any questions? 

Senator YarsoroucH. I have a question, Mr. Chairman. 

Mr. Dinwiddie, I presume you read the recommendations of the 
Postmaster General about the rate increases that the administration 
has proposed and the reason that they give for their recommendations. 

Have you read their recommend: ations about third-class mail ? 

The question is this: The Postmaster General has advised the—he 
testified here last week—that the third-class mail is costing the tax- 
payers $207 million a year more than the revenue from third-class 
mail. He has testified in the year 1956, third-class mail cost the Gov- 
ernment $471 million, brought in $264 million in revenue, and left 
a deficit of $207 million. 
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Do you have any comment on those figures? Do you contest them 
in any way or do you think they are accurate or do you have any 
challenge on the figures given by the Postmaster General / ” 

Mr. Drxwivpre. Without attempting to challenge the figures—I am 
sure the Postmaster General must have some basis for the at; I would 
have none on which to challenge him—I can only say I get a little 
lost sometimes when I start trying to think in these Amos and Andy 
numbers. 

I can honestly understand why the Postmaster General would be 
concerned. He wants to, on the charts that they show at the end of 
their periods, show that the red line of outgo matched the black line 
of income, which I don’t believe too many of the Government agencies 

can get too close to. 

Without knowing, I find it hard to believe that third-class mail 
could cost twice as much as it costs to take it in or that the outgo is 
twice as much as the income. 

I find that hard to believe, sir. I really do. It’s impossible. 

Senator Yarrorovan. I believe you stated, Mr. Dinwiddie, 1 you are 
national president of some association / 

Mr. Dinwippte. Well, Senator 

Senator YARBOROUGH. Did you say you were president of an asso- 
ciation ? 

Mr. Dinwippre. Well, this is a very small association, sir. 

Senator Yarsoroven. I was just wonderi ing if your association had 
made any studies on that or had any statistics they wanted to present 
to the committee. 

Mr. Dinwippre. We are a comparatively widely scattered group 
who are formed together on the basis of a transfer of information 
to help each other. 

There has been no statistical study as a unit, except to attempt to 
cooperate with Mr. McGinnis in his efforts. 

Senator Yarsoroven. I believe that is all the questions I have, 
Mr. Chairman. 

The Crarrman. Any other questions? 

We certainly appreciate your coming here this morning all the w ay 
from Texas to testify. 

Mr. Dixwippre. Thank you very much for the opportunity. 

The CratrmMan. The next six witnesses are testifying on the same 
subject. I think it would be well for them to sit together at the 
witness table. I will introduce them: Albert F. Adams: Harry 
Conover: David R. Watson; Marshall Haywood, Jr., P. M. Fahren- 
dorf; and Russell L. Putman. 

Mr. Adams, you may proceed, 





STATEMENT OF ALBERT F. ADAMS, REPRESENTING NATIONAL 
BUSINESS PUBLICATIONS 


Mr. Apams. My name is Albert F. Adams, and we are all here with 
respect to the Senate bill 2615, amending House bill 7910, which was 
reported out by this committee on July the 30th, following which 
there was received by the Senators a great number of telegrams pro- 


testing the reporting out of the bill, and the withdrawal as this hear ing 
ras set. 
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This is the background 

Senator Monroney. Mr. Chairman, for the record, I would like 
to announce that Senator Allott, of Colorado wants to be heard in 
person. He is unable to be here this morning. He has a Judiciary 
Committee appearance, I think. 

The Cuarrman. Just on the bill? 

Senator Monroney. On the rider, on the paragraph (b), that was 
put into the bill in the Senate which has not passed the House. 

The CHarMan. Very well. Proceed, Mr. Adams. 

Mr. Apams. Our remarks will be directed to (b), the Senate 
amendment, 

I am a partner in the law firm of Adams & Thomson, with offices 
in the National Press Building, here in Washington. 

I speak now for our client—National Business Publications—an 
international organization of 194 trade, technical, scientific, industrial, 
professional, merchandising, and marketing magazines in this country 
and in Canada. 

A basic requirement for membership in the association is that each 
and every member-publication must have its circulation certified by 
a recognized and independent auditing bureau. So, the circulations 
of these magazines for which I speak are audited and verified by the 
Audit Bureau of Circulations, the Business Publications Audit of 
Circulation, or the Canadian Circulation Audit Board. The Audit 
Bureau of Circultions audits only paid circulation; the Business 
Publications Audit of Circulation audits both paid and nonpaid cir- 
culation; the Canadian Circulation Audit Board audits only con- 
trolled circulation. 

Depending on the characteristics of the business or industry served 
and the economics of providing technical know-how for a specialized 
group of readers and buying influences, so goes the decision by the 
astute publisher as to whether he distributes via paid circulation or 
controlled nonpaid circulation, or a combination of both. 

I might say there is that difference in the method of distributing 
these technical business magazines. 

In these hearings, I specifically represent the member-publishers 
of National Business Publications who utilize the method of con- 
trolling their distribution. 

Mr. Chairman and gentlemen, we stand accused before the Senate 
of the United States and, in fact, before the entire Congress as pub- 
lishers and distributors of junk mail, throwaways, giveaways, and 
wastebasket material, of being party to a sneak amendment, of at- 
tempting to cripple good newspapers, of forcing our publications on 
their readers, 

Mr. Chairman and gentlemen, these statements constitute language 
dangerously near, if not libelous and damaging to the character and 
service of some of the oldest, the finest, and most respected business 
magazines published in America. 

It is also our understanding that this committee and its profes- 
sional staff stand accused, with us, of undercover, underhanded, and 
deceptive methods in reporting out the affected amendment and the 
related bill. 

National Business Publications say that we stand accused because, 
so far as we can ascertain, we are the only spokesmen in favor of sec- 


tion (b) of this bill. 
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Our members are not in competition with weekly or daily news- 
papers. 

The publishers feared by the newspapers are those who publish 
shopping news. No shopping-news publehar has supported this bill. 
The association of shopping newspapers has not supported this bill. 
They will not support this bill. This bill does not advantage them. 

To qualify under this bill for second-class handling, a shopper 
must meet the requirements of title 39, section 291b, of the United 
States Code. 

Herbert G. Pillen, president of the Association of Shopping News- 
papers, in a statement before this committee some years ago said his 
papers were discriminated against by title 39, section 291b, and he 
was urging changes which would permit shoppers to be handled as 
second class at that hearing. 

I bring that out to show they were not satisfied with this type of 
relief, 

The requirement of 24 pages with 25 percent editorial content would 
be most difficult for a shopper to maintain. Even if such a publica- 
tion could qualify, it would still have to pay controlled-circulation 
publication rates of 10 cents per pound, with a 1-cent per piece min- 
imum, and I think the very economics of the thing would make that 
impossible. After all, 10 cents a pound is a rather expensive rate for 
the publisher of a shoppers’ guide to pay when he can get them deliv- 
ered by some schoolboy for a fraction of a cent each. 

Why, then, the deluge of telegrams which resulted in this hearing? 

Controlled-circulation magazines have competitors. They are a 
certain group of paid-circulation magazines in the same field. 

Subsequent witnesses who will follow me will show you samples of 
both types of magazines. 

One paid-cireulation type publisher, McGraw-Hill Publishing Co., 
through its executive vice president, J. A. Gerardi, has expressed oppo- 
sition to this bill to the Post Office Department. 

We know of no other act of opposition by Mr. Gerardi. We believe 
his objection to be on one score only. He wants to maintain an unfair 
competitive advantage in favor of his paid-circulation business maga- 
zines over controlled-circulation business magazines. 

We hope that he will appear and enlighten this hearing as to any 
objections he might have to this bill and the extent, if any, of his efforts 
to defeat this bill. We can assume that, if he fails to appear, his 
only objection to the bill’s passage would be the lessening of the unfair 
competitive advantage his magazines now enjoy. 

The only other person we can identify as actively opposing the bill 
is Mr. Richard D. Green, Washington representative for the National 
Editorial Association. 

In making this statement, we are not unaware of the many telegrams 
and letters received from persons connected with newspapers or news- 

aper associations. We feel that these letters and telegrams were 
inspired by Mr. Green in the first instance. The senders of these 
letters and telegrams were obviously misinformed. 

The Congressional Record contains entry into it on October the 8th 
of certain telegrams received by two Senators, and I would like to 
call your attention, by reading 1 or 2 of them, to the fact that the 
Senators were under the misapprehension that this bill would admit 
to second-class all the privileges of second-class handling and rates. 


21528—58——_-9 








124 POSTAL RATES 


Strongly protest— 
this is from McMinnville, Tenn., to Senator Kefauver— 


provisions of bill H. R. 7910 allowing second-class-mail-rate privileges to con- 
trolled circulation publications. 


Another to Senator Kefauver from Memphis—the Daily News: 


I oppose 7910, which gives second-class mail rates and privileges to controlled- 
circulation newspapers and magazines, 

Virtually every one of the telegrams inserted shows a complete mis- 
apprehension as to the meaning of this bill and what it will affect, and 
we have grave doubts that the senders of the telegrams, had they 
known the facts as they will come out now, would send any of those 
telegrams. 

To try to reach the basis of Mr. Green’s objection—and, obviously, 
he must be interested in raising an objection only if newspapers would 
be done a disservice by the bill—we look ta the impact of the bill on 
those newspapers. 

As stated before, the only possible competitor advantaged by the 
bill is the shopping-news publisher, as the post office means of distribu- 
tion does not in any way affect the more serious newspaper competitor, 
the local radio station. 

As also stated above, this bill, because of page requirements, editorial 
requirements, and the economics of delivery, will not assist the shop- 
ping-news publisher. Additionally, the shopping-news interests are 
not supporting the bill and have, in the past, through their national 
representatives, sought to amend a predecessor of this bill so as to help 
them. 

This should be enough to cause Mr. Green to withdraw his opposi- 
tion ; but this is not all that has been attempted to remove Mr. Green’s 
objection. There was an amendment suggested to him as eliminating 
all. possibility of advantage under this bill to shopping-news pub- 
lishers. 

I would like to read this, which has not been offered, merely as a 
suggestion that perhaps would eliminate any objection that Mr. Green 
might have. This would be (ce). It would be suggested as paragraph 
(c) tothe Senate amendment to H. R. 7910. 

This proviso to the act of July 3, 1948 (62 Stat. 1260, 30 U. S: C. 291b), is 
amended by inserting before the period at the end thereof a colon and a following 
new proviso; 

“Provided further, That newspapers designed primarily for advertising pur- 
poses or for local or for free local circulation or for circulation at nominal rates 
shall not be accepted under this section.” 

Now, that, we are sure, will eliminate the possibility of any shopping 
news, even if such an act is required, and we don’t think it is. We 
think that the present safeguard prohibits shopping news from being 
distributed as second class or being advantagec i this bill; but, even 


if that were not so, this would certainly plug any gap that exists, 

This did not satisfy him. 

Why? 

We take the position that, if the interests of the newspapers are not 
impeded by this bill, Mr. Green’s objection can only stem from a non- 
newspaper source, and we hope he will enlighten the committee on 
that. 
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With your permission, Mr. Chairman and gentlemen of the com- 
mittee, we would like to present responsible publishers of business 
magazines, all of whom are members of National Business Publica- 
tions, to testify under oath, if that is possible, as to pertinent aspects 
of this bill. 

We respectfully request that questions be withheld until the full 
presentation is completed. 

The first witness is Mr. Harvey Conover, president of Conover-Mast 
Publications, Inc., of New York City, publishers of Aviation Age, 
Construction Equipment, Institutional Feeding and Housing, Mill and 
Factory, and Purchasing. 

Mr. Conover is a former chairman of the board of National Business 
Publications, a former chairman of its committee on legislation, .and is 
currently a member of its board of directors. 

I present Mr. Conover. 

Senator Monroney. Mr. Chairman, before you get to the witness’ 
testimony, I think the attorney should briefly describe how this bill 
gives an advantage to the publishers. 

You keep referring to the circumstances under which the bill was 
objected to on the floor. You haven’t told us why it should be pre- 
sented as a rider to another bill which passed the House. 

I think the members of the committee would like to know that 
advantage these publishers will get here from the declaration of their 
publications as second-class material. 

Mr. Anams. Senator, I could answer that, but that is part of the 
presentation that these other gentlemen will give. 

Senator Monronry. There can’t be anything mysterious about it. 

Mr. Apams. Oh, no. There is nothing mysterious about it. 

Senator Monroney. Why don’t you tell the committee what it is? 

Mr. Apams. Yes. 

Senator Monroney. Then, when they testify, we will understand 
it better. 

Mr. Apams. At the present time the handling of the controlled- 
circulation mail, which does not qualify under the second class— 

Senator Monroney. It is third class today ¢ 

Mr. Apams. This is third class. 

Senator Monroney. That is right. 

Mr. Apams. And, therefore, it is slower from the time of the deposit 
into the mail until the delivery to the recipient. 

Senator Monroney. It would have the same handling, then, in 
the post office, paying third-class rates, as a newspaper of that day's 
delivery or circulation ? 

Mr. Apams. That is correct. 

Senator Monroney. Is that correct? 

Mr. Apams. Thatis correct. 

Senator Monroney. And that would be the advantage ? 

Mr. Apams. The advantage is time only, and handling. 

Senator Monroney. That is right. 

There is no change in the rate? 

Mr. Apams. That is correct. There is no change in the rate. 

Senator NevperGer. Let me ask you this question, if I may: What 
are the reasons you can’t qualify as second class? Is it because of the 
type of your circulation or the type of content, or both ? 
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Mr. Apams. It is because we do not have paid circulation. This is 
controlled circulation. 

Senator Neusercer. You mean, in other words, it goes to people 
whether they want it or not? 

Is that what you mean by controlled circulation ? 

Mr. Apams. It goes to a selected group of people who have not 
ordered it ; that’s right. 

Senator Monroney. It is direct mail, in another sense of the word? 

Mr. Apams. It is. 

Senator Monroney. Which advertising in the publication pays the 
publisher and pays the circulation, but no cost is derived from the 
reader who might write in, subscribe, and evidence interest in it? 

Mr. Apams. t is correct. 

Senator Monroney. Is that right? 

Mr. Apams. That is right. 

Senator Neusercer. I would like to ask you one other question be- 
cause I am not as familiar with this as I would like to be. 

Under the second-class provisions, is there a requirement that a 
certain portion be editorial or informative in relation to the advertis- 
ing content or what is that proportion 4 

I see Mr. Paschal nodding his head. Maybe he can enlighten us. 

Mr. Pascuau. It takes 25 editorial, and the advertising 75, under 
the controlled. 

Senator Neusercer. In other words, to get a second-class permit, 
you have to have a minimum of 25 percent editorial content ? 

Mr. Apams. No. That is not 

Mr. Pascuau. That is controlled. 

Senator Carson. Let’s get into the record the definition of 
“controlled.” 

Mr. Brawtey. I wonder if I could put in the record the law, itself. 
Would that be better? 

Senator Monroney. I think he could explain it just as well. 

You can put it in at this point in the record, if you want to, but I 
think he can explain it to us. 

Mr. Brawtey. I have it before me. 

Senator Neupercer. It would enable me to understand better his 
testimony if I knew what these requirements were. 

Senator Cartson. Let’s put in the definition. 

Senator Morron. What Senator Neuberger wants to know is the 
requirement for second class. 

Senator Neusereer. In other words, what I would like to know is 
this: Why at the present time do the controlled-circulation publica- 
tions not qualify ? 

Mr. Braw ey. I was going to show that. 

Senator Neusercer. Is it because of something in the law ? 

Mr. Apams. It is not the content. 

Mr. Brawtey. In the law. 

Mr. Apams. It has nothing to do with the content. 

Senator Nevsercer. It has nothing to do with your content? 

Mr. Apams. No. 

Senator Nrupercer. That is what I am trying to find out. 


Mr. Avams. They do not have subscribers. It is not directed to 
subscribers. 
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Senator Neusercer. If you had subscribers who ordered the pub- 
lication, you could qualify for second-class privileges, regardless of 
the proportion of editorial and advertising content in ratio? 

Mr. Apams. No. That isn’t quite the situation. 

Senator Neusercer, That is what I am trying to get at—whether it 
is possible 

Mr. ApAms. That is not in the law, and I don’t have it before me. 
If you would permit Mr. Brawley to read that, I think 

Senator Nevsercer. I would like to know. 

Mr. Brawtey. The amendment applies to paragraph 226 of the 
United States Code, which describes the qualifications for second-class 
entry. It reads as follows: 








Except as otherwise provided by law, the condition upon which a publication 
shall be admitted to the second class are as follows: 

First. It must be regularly issued at stated intervals, as frequently as four 
times a year, and bear a date of issue, and be numbered consecutively. 

Second. It must be issued from a known office of publication. 

Third. It must be formed of printed paper sheets, without board, cloth, leather, 
or other substantial binding, such as distinguish printed books for preservation 
from periodical publications: Provided, That publications produced by the sten- 
cil, mimeograph, or hectograph process or in imitation of typewriting shall not 
be regarded as within the meaning of this clause. 

Fourth. It must be originated and published for the dissemination of in- 
formation of a public character, or devoted to literature, the sciences, arts, or 
some special industry, and having a legitimate list of subscribers. 


Now, as I get it, the controlled-circulation people meet all of these 
qualifiations except the last sentence; that is, they do not have a 
legitimate list of subscribers. 

The amendment merely lists an exception at the end of “sub- 
scribers”, excepting paragraph 291b called “Controlled Circulation 
Publications”, which reads as follows: 

Publications containing 24 pages or more issued at regular intervals of four 
or more times a year, 25 percent or more of whose pages are devoted to 
text or reading matter and not more than 75 percent to advertising matter, 
which are circulated free or mainly free, may, upon authorization by the Post- 
master General and under such regulations as he may prescribe, be accepted for 
mailing at the postage rate of 10 cents a pound or fraction thereof, computed 
on the entire bulk mailed at one time, but not less than 1 cent per piece, 
provided the copies of such publications are presented for mailing made up ac- 
cording to States, cities, and routes as directed by the Postmaster General. 

Senator Monroney. May I ask, Mr. Brawley, if this is not the 
first time we have ever had a free circulation proposed for admission 
to the second-class mailing? 

This is free circulation. There is no argument about that. 

Mr. Brawtey. That is right. 

Senator Monroney. It is controlled. It means you audit by ABC 
for circulation, which is a very fine thing to do; but, as a subscriber, 
I don’t choose to get the magazines. It comes to me and I am listed 
as one of the subscribers in this controlled circulation, but is there 
any deviation or has there been in the past, through the long history 
of second-class mailing, where the legitimate list of subscribers was 
interpreted to be anything less than paid subscriptions ? 

Mr. Brawtey. I am not sure I could answer that. 

Senator Monroney. It is my impression that is the cutoff point, 
and that is the thing that concerns me—that we make a long step 
forward to broaden at some later date the request that these publica- 
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tions, since we have considered them on all fours with the legitimate 
list of subscribers, are then to be entitled to the newspaper rate or 
magazine rate, and 

Mr. Braw.ey. Of course, the rate here on controlled circulation 

Senator Monroney. It may be more—— 

Mr. Brawtey. Is approximately three and a half times the rate on 
second class, and this amendment doesn’t affect the rate at all. 

Senator Monroney. That is all well and good 

Mr. Brawtey. They continue to pay a penalty. 

Senator Monroney. But once you break the sound barrier on your 
list, and if you consider them on all fours with your circulation-paid 
magazines, the next session, and maybe late in the session, again we 
will get a proposal to admit them to the rate base. 

Senator Neusercer. This is the thing that has puzzled me on this: 
Ever since this controversy came to my attention I have asked ques- 
tions of the staff and the committee—and they have been very helpful 
to me in giving me information—but this is what puzzles me: My 
family is in the restaurant business out in Oregon. They use some 
direct-mail advertising when they have some bakery goods, fruit cakes 
or hot cross buns, and so on. That goes at the third-class rate and 
is prepared by direct-mail people for them. Suppose this goes 
through; is there any reason why four times a year they shouldn’t 
put out the Hot Cross Bun Review and, instead of having the third- 
class rate, get it in the second-class rate and send it to just people who 
might be potential customers ? 

hat is the thing that puzzles me. 

Mr. Brawtey. This amendment does not affect the rates charged 
at all, 

Senator Nevsercrer. I understand that. 

Mr. Brawtery. At least as embodied in section 291b. 

Senator Neupercer. Yes. 

Mr. Brawtey. It makes a section which has the rates for controlled 
circulation right in there. 

Senator Nevsercer. I realize it doesn’t affect the rates. 

Mr. Conover. May I answer the question ? 

Senator Neupercer. Yes. 

Please identify yourself. 

Mr. Conover. My name is Conover, Conover-Mast Publications, 
one of the witnesses . 

To qualify as a controlled-circulation publication, you cannot pub- 
lish a magazine that is devoted to the purpose of furthering the 
interest of the business of a company. In other words, you have to 
be an independent publisher, publishing a magazine only for the sole 
purpose of publishing that particular publication. Such an individ- 
ual would immediately be disqualified and would not qualify as a 
ember of controlled circulation if 

Senator Neupercer. Does that come under the specified 

Mr. Conover. That is specified. 

Senator Nevsercer. Publications Mr. Brawley read ? 

Mr. Conover. That specifies them. 

Mr. Apams. Mr. Brawley stopped reading section 291b at the pro- 
viso, and the proviso goes on to say—you will recall that he read: 


* * * provided the copies of such publications are presented for mailing made 
up according to States, cities, and routes as directed by the Postmaster General: 
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Provided, That publications owned and controlled by one or several individuals 
or business concerns and conducted as an auxiliary to and essentially for the 
advancement of the main business or calling of those who own or control them 
shall not be accepted under this section. 


So, any house organ would not qualify under that. 

Senator Cartson. Mr. Chairman, I think the testimony this morn- 
ing, which we have just started, has indicated that we have a hearing 
on this bill and I want to say, as one member of this committee, I am 
not concerned about the controversy between different groups of con- 
trolled circulation. 

I think, Mr. Adams, you didn’t start out very well this morning in 
warning our committee not to try to legislate between groups. 

We are interested, in this committee, in the way the mail is handled 
and how it affects our citizens. 

You mentioned there is a lot of concern about this. Some very sub- 
stantial people have been concerned about this, and you mentioned 
some, and I am not familiar with them, but I have a Jetter from a man 
who has testified before this committee and stands very well, I think, 
with everyone who is interested in handling mail and handling all the 
publications of this Nation, and that is Cranston Williams, for whom 
we all havea very high regard. He wrote me under date of August 8: 

We have been delayed in getting a clear-cut explanation of all aspects of bill 
H. R. 7910 as reported by the Senate Post Office Committe August 2 with an 
amendment inserted by the Senate Post Office Committee which would permit 
publications which do not now meet requirements for present second-class mail 
handling. It is not even completely clear from the amendment as I read it 
whether the publications will get second-class rates or will continue to pay 
third-class rates as now provided. Attached is my understanding of the provi- 


sions of title 39, United States Code, section 226, as it would read if the Senate 
amendment were adopted. 

It is very unfortunate, in my opinion, that this situation has arisen with only 
a short time before adjournment of Congress and without a clear-cut explana- 
tion of what this amendment means and the reasons why it was added to bill 
H. R. 7910. 

The American Newspaper Publishers Association has always contended that 
publications which do not meet the present requirements for second-class mail, 
which include a requirement for bona fide paid circulation, should not have 
second-class mail privileges regardless of the rate that might be paid by such 
publications, 

I am writing to express the hope that no bill will be permitted to pass until 
there has been sufficient time for a hearing. 

As I understand the amendment it provides that publications which do not 
have paid circulations but which have as much as 25-percent news content would 
be given the same second-class mail handling as present bona fide publications. 

I would like clarification as to whether or not this also means they will be 
permitted to pay second-class rates instead of the rates provided in the law now. 

I do hope you will let me know immediately what you think of the situation. 


So, Mr. Chairman, this is signed by Cranston Williams, who has 
appeared many times before this committee and is a very outstanding 
representative of the American Newspaper Publishers Association ; 
and I say, Mr. Chairman, I think it is very fortunate that you did call 
this hearing. I think we ought to look into this matter. I have no 
interest in any controversy between people, but I do think this com- 
mittee must know what it is doing when we legislate. 

The Cuatrman. I want to look into it thoroughly and want to hear 
both sides of it. 

Senator, I believe you said Senator Allott wished to be heard. 
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Senator Monronry. Yes. Senator Allott, one of the official objec- 
tors on the Senate side, asked that he be permitted to appear personally 
tobeheard. Hecould not be here this morning. 

The Cuarrman. Hecan’t be here at all ? 

Senator Monronry. He might be able to be present later today. 

Are you going to meet this afternoon ? 

Senator Nevpercer. He is in the Interior Committee, where I went 
up to help getaquorum. That is why he isn’t here. 

The Cuarrman. There has been so much agitation on this question 
that I want to explore every facet of it. 

Mr. Apams. Mr. Chairman, we welcome the hearing, and we are here 
to give what help we can to the committee in assisting it to make up its 
mind on this. 

Senator Monroney. I think, Mr. Chairman, we should have those 
who have opposed the bill, such as Cranston Williams, or someone else 
from the National Editorial Association, come before the committee. 

I have had telegrams from almost all of my State editors protesting 
this matter as being an opening wedge to granting second class to 
magazines or publications of free circulation. 

Senator Cartson. It is only my hope, Mr. Chairman, we don’t need 
to feel we are in the midst of a controversy. 

The Cuarrman. No. 

Senator Cartson. We have no controversy. Our problem is to 
check into what this is and then use our best judgment on it. 

The Cuatrman. That is true. 

I believe you were just about to testify, were you not ? 

Mr. Conover. Yes, sir. 

The Cuarrman. Allright. You may proceed. 


STATEMENT OF HARVEY CONOVER, PRESIDENT, CONOVER-MAST 
PUBLICATIONS, INC., NEW YORK, N. Y. 


Mr. Conover. Mr. Chairman, members of the committee, because 
our problem is so unusual and because our magazines are so little 
known, we believe the members of the committee will welcome and 
find additional interest in the following brief background. 

Since enactment of the postal law of 1879, under which we are still 
operating and by which controlled-circulation publications are pecu- 
liarly affected, there has been a great growth in the number and value 
of trade, technical, scientific, and professional magazines. 

They have developed from small leaflets, with irregular publication 
dates and uncertain distribution, into weekly and monthly magazines 
recognized as esential to the continuing progress of the American 
economy. And, since the specialized business press has come of age, 
two different methods of distribution have been employed to bring 
adult-education material to its readers. 

One method, known as paid circulation, disseminates know-how in- 
formation by selling subscriptions to individuals in whatever special- 
ized field may be served by a given publication. 

The other and newer method, known as controlled circulation, is 
peculiar to our area of publishing—and peculiar to our area of publish- 
ing only—and consists of directing a specialized-interest. publication 
to a carefully selected and limited list of individuals who can benefit 
from its contents, thereafter surveying those recipients constantly 
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and promptly removing any who do not continue to read and make 
use of the magazine. In other words, they are not sent to anyone 
whether he wants it or not because they follow through very carefully 
to find out whether or not the man wants to continue to receive the 
publication, and if not he is promptly removed from the circulation 
list. 

The CuHamman. How do you go about finding out? 

Mr. Conover. We do that through a method in our particular com- 
pany of sending out questionnaires, and when we are through with 
the questionnaire we have all but 15 percent replies. 

People are honest in saying whether they want it or whether they 
don't. 

It is highly specialized material of interest only to that particular 
individual, 

The remaining 15 percent are followed up personally or through 
Western Union offices who call these people and find out whether they 
want it, so that you get a 100-percent coverage. 

Both methods of circulation in this field of business publishing have 
proved themselves to be of great value over the years and, generally 
speaking, each method complements the other. 

The paid circulation is most widely used in fields that are more 
stable, wherein potential readers are more readily accessible to sub- 
scription-sales effort and where wide dissemination, through that 
method, is more practicable. 

Controlled circulation is stronger and more flexible in swift-mov- 
ing, fast-changing fields, wherein individual turnover and job-shift- 
ing is greater, with potential readers widely scattered, often difficult 
to reach and many times completely inaccessible to personal contact. 

Today, there are groups of specialists and technicians, through Am- 
erican business and industry, whose occupational interests are served 
exclusively by business magazines of controlled circulation, Other 
groups, of course, are served exclusively by publications employing 
paid circulation. 

Still other groups are served by periodicals using a combination of 
both paid and controlled-circulation methods, whenever the publisher 
finds that procedure to be more effective. 

Here, of course, I am speaking only of the specialized technical 
business press. 

Finally, there are some fields of occupational interests in which 
several magazines will be found which are employing both distribu- 
tion methods. In that case, the field is usually very large and impos- 
sible of adequate coverage and service by utilizing a single method. 

The controlled-circulation method of disseminating specialized 
know-how to the trades,.sciences, industries, and professions began to 
be used more frequently following World War I. Since that time, 
it has enjoyed such a steady growth that, now, the total circulation of 
the controlled group of magazines is larger than that of the paid 
group. 

Gentlemen, that is a significant point, peculiar again to this highly 
specialized field of technical publishing. 

It is apparent, therefore, that if the controlled method of distribut- 
ing business magazines were discontinued, large segments of the man- 
power and brainpower of our professions, industries, sciences, and 
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trades would suffer tremendous losses in the transmission of essen- 
tial information and in the exchange of know-how vital to their con- 
tinuing progress. 

With the sole exception of the difference in circulation method, the 
services rendered by controlled-circulation and paid-circulation busi- 
ness magazines are identical in every respect; but, since controlled- 
circulation business magazines were not in existence 78 years ago, 
when our postal laws were written, no provision was made to service 
them in a manner proportionate to their value to the Nation. Asa 
consequence, we are now witnessing an almost unbelievable condition 
wherein half of America’s great business press is forced to operate 
under an entirely different set of postal rules, rates, and services than 
those provided the other half. 

In fact, because no provision for the servicing or controlled-circula- 
tion publications was written into our postal laws, even these maga- 
zines are divided into two classifications with different services and 
different rates. For example, as matters now stand, all controlled- 
circulation magazines which weigh less than 8 ounces are placed in 
third class, receive third-class service, pay third-class rates and come 
under the ratemaking jurisdiction of Congress; but the moment a 
magazine weighs more than 8 ounces, by whatever small fraction it 
may have, it is placed in fourth class, must accept fourth-class service, 
pay a higher postage rate and operate under the ratemaking juris- 
diction of the Interstate Commerce Commission. 

However, in spite of being rendered inferior postal service and in 
spite of the fact that controlled-circulation business magazines pay a 
rate of 3 times higher—31% times higher, to be exact—than that of 
their paid-circulation competitors, qualifications for acceptance in 
controlled circulation are more severe than those for paid. 

For example, both second-class and controlled-circulation publica- 
tions “may not be designed primarily for advertising purposes and 
may not be conducted as an auxiliary to the main business of the 
owners.” Additionally, however, controlled-circulation magazines, to 
qualify under the Post Office Department as controlled circulation, 
“must contain not less than 25 percent reading matter and must con- 
tain 24 or more pages”—two stipulations that do not exist on second 
class. 

Tn response to letters of protest which, we understand, were writ- 
ten by Mr. J. A. Gerardi, the executive vice president of the McGraw- 
Hill Publishing Co., who publish only magazines of paid circulation, 
and by Mr. Richard D. Green, the Washington representative of the 
National Editorial Association, the Office of the Postmaster General 
replied that its controls to require regularity of issuance and compli- 
ance with the statutory limitations on advertising content are neces- 
sarily the same, since both second-class and controlled-circulation pub- 
lications must meet approximately the same standards, but that the 
limitations on advertising in the case of controlled-circulation pub- 
lications is more strict than those on second class. 

We want to reiterate—as strongly as we know how—that our major 
concern is not that we must pay postage rates three and a half times 
higher than our paid-circulation competitors. As a matter of fact, 
we are proud that our magazines are paying their way through the 
Post Office Department and make a profit for them; but we do believe 
simple justice demands that we be given the same postal services to 








POSTAL RATES 133 


enable us to serve our readers on an equal, competitive basis—and 
solely because the primary purpose of our publications is that of ren- 
dering services to the trades, sciences, and professions. 

If I may take just a few minutes more, Mr. Chairman, I should 
like to refute some of the accusations that have been leveled at the 
essentiality and value of our type of magazine. 

I would like to show you a collection of advertisements that have 
been run over the signature of our national business publications. 

On these panels you will notice the names of men such as Alfred E. 
Perlman, president of the New York Central; Harry A. Bullis, pres- 
ident of General Mills; Charles A. Thomas, head of Monsanto Chem- 
ical; Clifford F. Hood of United States Steel; E. J. Thomas, presi- 
dent of Goodyear; Lee TH. Bristol of Bristol-Myers; John S. Coleman 
of Burroughs, and other well-known, hardheaded industrial leaders. 

Certainly these business leaders would not have testified—would 
not testify publicly—to the values of the business press over the 
signature of our association if they had any doubt whatsoever about 
the validity and serviceability of those of our member-publications 
which use the controlled-circulation method of distribution. 

Before concluding my remarks, Mr. Chairman and gentlemen, I 
would like to show you two of the specialized business magazines 
published by my company. They are Aviation Age—here—and Mill 
and Factory. 

I also want to show you two business publications that compete 
directly with my magazines. They are Aviation Week and Factory 
Management and Maintenance. 

I will defy anyone to take these publications, to go through them, 
to analyze their editorial content, to analyze the advertising, to ana- 
lyze the people who read them, all of which are identical, and to tell 
me which of these two publications mailed under the newer controlled- 
circulation methed and which of these two publications is mailed 
under the second-class-circulation method—and the same condition, 
gentlemen, obtains for these two publications here, Aviation Age and 
Aviation Week. 

It costs us between $25 and $30 per year to manufacture this maga- 
zine and mail it for 1 year to 1 single individual. 

That, I submit to you gentlemen, is anything but junk, throwaway 
mail, which our publications have been termed and which I would 
like to respectfully say to you I, personally, resent. 

We are in a business that has been branded as absolutely essential. 
During the war the War Production Board allocated paper to our 
publications because they stated they were essential to the war effort 
in disseminating information, the know-how that would increase pro- 
ductivity, that would put out more arms with less material. 

Gentlemen, I submit to you again the only thing that we are asking 
for is not in any way, shape, or manner a lower rate. We are con- 
tent to pay the rate we are paying today, which is, as we understand 
it, showing a profit to the postal department. All we ask is the abil- 
ity, in paying this 314 times greater rate, to serve our readers on a 
basis equal to that of our paid-circulation competitors; and when I 
speak, gentlemen, I am speaking for more than half of America’s 
great trade, technical, scientific, and professional press. 

I thank you. 
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The CHatrman. What service would you give that you are not 
giving at the present time? 

Mr. Conover. We would get the magazine out more promptly. 

We run many technical articles, much information in regard to 
technical know-how, from which our readers can benefit. Obviously, 
they benefit in proportion to the time they are able to adopt the 
methods described in the magazine. With the slow mailing we get 
at the present time, which in some cases is third class, in some cases 
fourth class, the benefits derived from our papers to the great mass 
of specialists that we serve is delayed. 

All we ask is the privilege of getting that service. 

At the present time, moreover, we prepare our publications for 
mailing as in an identical manner with that of second class. 

The Cuarrman. I think most of the members know how first, sec- 
ond, and third class are handled; but, in order to have that in the 
record, I will be glad to have you explain that. 

Mr. Conover. Well, I am not an expert in postage matters. 

The Cuamman. It might be better, then, to have some member 
of the Post Office Department do that. 

Mr. Conover. All right, sir. 

The CHairman. One of them is going to be here in the morning to 
testify, and we can ask him to do that. 

Had you finished ? 

Mr. Conover. Yes, sir. 

The CHatrman. Any questions ? 

Senator YarsoroucH. Mr. Conover, you mentioned second-class 
use. We had testimony earlier about the fact that about 150 maga- 
zines of second-class mailing get some kind of red tag put on them 
and they go along with the Tetters and are delivered as fast as letters. 

Mr. Conover. With the letters? 

Senator YarnoroueH. Or delivered like first-class mail. 

Mr. Conover. That has reference to the newspapers, doesn’t it? 

Senator YarsoroucHu. No. Magazines. 

Mr. Conover. No. I didn’t know about that. 

Senator YarsporoucH. My question is: Do you seek to get that 
red-tag treatment ? 

Mr. Conover. No. 

All we want is the service that will enable us to get these magazines 
to the readers with the same speed as our second-class competitors 
who pay less than a third as much as we do for the present service 
and which are identical in every other manner. 

Senator Neusercer. Mr. Chairman, I would like to ask a ques- 
tion, if I may. 

The Cuarrman. Proceed, Senator. 

Senator Neupercer. Since I have been sitting in these hearings and 
since I have been a member of this committee, it seems to me that a 

reat deal of the difficulty comes down to the fact that the United 
States Government is subsidizing the advertising industry. 

If there was worked out a policy for the handling of all mail by 
the Post Office Department which would state something like this: 
“All commercial advertising in any periodical shall pay its own way 
and full handling cost shall be assessed against any publication in the 
percentage that its contents consist of commercial alvertiane 
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Wouldn’t that really be fair, regardless of whether you give it away 
free, whether you sell it for $2 or anything else—that any publication, 
be it a newspaper or controlled-circulation publication, or a publica- 
tion sold for a dollar like Fortune—or a dollar and a quarter, I guess 
it is now, or whatever it is—in the percentage that its contents consist 
of commercial advertising, it shall pay full handling costs, for collec- 
tion, handling in the post office, delivery to the reader, and everything 
else ¢ 

Isn’t actually much of our difficulty on all of this the fact that the 
United States Government is underwriting a substantial cost of con- 
ducting the advertising business or industry in the United States 
today 4 

Tsn't that the meat of the coconut, as it stands today ? 

Mr. Conover. I imagine it is, sir; but, of course, we feel we are in 
a different position because, as nearly as we can find out, we are 
paying our way at the present time. 

Senator Neusercer. In other words, it is your conclusion that the 
controlled-circulation periodicals are paying to the Post Office De- 
partment the full cost of handling them ? 

Mr. Conover. I believe they have the distinction of being the only 
group of magazines published today that are showing a profit for the 
postal department. 

See, we pay at the present time 314 times as much as this particular 
magazine. 

Senator Neupercer. I understand that. 

Mr. Conover. In other words, we pay with this magazine here 314 
times as much to mail to our readers as this magazine, and I will defy 
anybody to tell me the difference between the editorial content or the 
value, 

Senator Neusercer. And it is your understanding that the 314 times 
more, which you say you pay, is sufficient for the Post Office Depart- 
ment to handle and distribute your publication ? 

Mr. Conover. That’s correct, sir. 

Senator Ciark. May I ask one question, Mr. Chairman? 

The Cuarmman. Yes. 

Senator CLtark. What is the relative circulation of those two com- 
peting magazines—the Mill and Factory and Factory ? 

Mr. Conover. They are within 10 percent, one or the other. 

This is slightly smaller than this one. 

Senator CLiark. Do you have the gross figures in your mind? 

Mr, Conover. This will be about 63,000. 

Senator Cuark. “This” referring to factory ? 

Mr. Conover. Factory. 

Now, this is approximate. 

Senator Ciark. Yes. 

Mr. Conover. About 64,000, and this about 62,000. 

Senator Crark. The second “this” referring to mill and factory / 

Mr, Conover. Right, sir. 

Those are approximate figures. 

Senator YAarsoroucH. Mr. Conover, have you seen the estimate of 
the Postmaster General that the third-class mail is losing $207 million 
a year? 

Mr. Conover. I have seen something of it. 
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Senator Yarsorouen, It is your contention that the magazines that 
go by third-class mail are more profitable to the Post Office Depart- 
ment than other categories of third-class mail ? 

Mr. Conover. Oh, very muchso. Very much so. 

I mean to handle a magazine that will pay the type of return that 
this magazine will compared to a very small circular that takes a 
fraction of a cent. 

If it weren’t for our magazines, it is my firm conviction that deficit 
would be a great deal higher. 

Senator YarsoroueuH. Do your magazines pay the same rate per 
pound as these mailings of the folder type? 

Mr. Conover. That is correct; but, by paying by the pound, you 
see, they deliver all of this at one time—— 

Senator Yarsoroueu. Yes. I understand. 

Mr. Conover. As compared to delivering a great many different 
parts of this—maybe a hundred thousand parts—to a hundred thou- 
sand different people, 

Senator Yarsoroucu. Yes. 

Mr. Conover. This goes to one person, 

Mr. Brawiey. Senator, if I may, I would like to read into the 
record at this point from the Post Office Department’s Cost Ascertain- 
ment Report. They have a special item on controlled publications. 

The total revenue in 1956 was $5,700,000. 

The allocated budgetary expenditure was $7,708,000. 

That is on an actual allocated cost basis. 

With the intangible deduction, they say the deficiency in revenue 
for 1956 was $428,000 in this field of controlled-circulation publica- 
tions. 

Senator Yarsorovucn. So, they paid about 90 percent of the cost 
on this? 

Mr. Brawtey. A little more than that, sir—a four-hundred- 
thousand deficit out of a total cost of seven million seven hundred 
thousand. 

Mr. Conover. We feel that could be up substantially. 

Mr. Brawtey. As I say, that is on an actual allocated cost basis. 

Mr. Conover. We are proud of that distinction. We are very 
proud to be in that position. 

The Cuarrman. Are there any other questions ? 

Mr. David R. Watson is our next witness, 

Mr, Watson. Yes, sir. 

The Cuatrman. You may proceed, Mr. Watson. 


STATEMENT OF DAVID R. WATSON, PRESIDENT, WATSON 
PUBLICATIONS, INC., CHICAGO, ILL. 


Mr. Watson. My name is David R. Watson, president of Watson 
Publications, in Chicago. 

Mr. Chairman and gentlemen: Here are the business magazines we 
publish—Appliance Manufacturer, Modern Railroads, and Modern 
Industrial Press. 

I shall endeavor to clarify for you the basic concept and the appli- 
cation of controlled circulation to specialized business publications. 

As publisher of the three controlled-circulation business publications 
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I have just shown you, I want to tell you why I prefer and use the 
controlled-circulation method—not the paid-circulation method, 

For the sake of brevity, I shall limit my remarks to Modern Rail- 
roads and its relation with its five primary competitors, all of which 
have paid circulation. 

Modern Railroads was founded in 1945, and here are the paid- 
circulation publications which were in existence at that time: Railway 
Age; Railway Locomotives and Cars; Railway Track and Structures; 
Railway Signaling Communications; and Railway Purchases and 
Stores. 

They are still being published. 

It may interest you to know that a substantial percentage of the 
paid subscriptions to these competitive magazines are group-company 
subscriptions, that is, paid for not by the recipient but by the railroad. 

Before launching Modern Railroads in 1945, a national mail survey 
was conducted among key railroad executives—in all departments—- 
to find out if there was any interest in such a railroad magazine as we 
outlined in the questionnaire. Despite the existence of those long- 
established, paid-circulation magazines, 96 percent of the respondents 
to the survey indicated they would like to receive Modern Railroads. 
With this extreme evidence of interest, Modern Railroads was estab- 
lished in November 1945, on a controlled-circulation basis. 

You may ask: Why controlled circulation ? 

There are several reasons: 

First, there were then and are today over 1 million employees of 
American railroads, but comparatively few of them are in positions 
of sufficient authority to specify or recommend the purchase of the 
substantial amounts of equipment, materials, and supplies which 
‘ailroads buy regularly. 

Secondly, there are other millions of railway fans who might be 
interested in such a magazine as Modern Railroads just to look at the 
pictures. 

‘hirdly, there are other hundreds of thousands of model railroaders 
who would possibly subscribe to such a magazine as Modern Railroads. 

Therefore, we decided to confine the distribution of Modern Rail- 
roads to those executives and supervisory personnel who did have 
recommending, specifying, and purchasing power. By so doing, we 
could then go to our advertising prospects—the railway supply com- 
panies—and assure them that we had an audience with real purchas- 
ing power and no waste circulation among trackwalkers, switchmen, 
brakemen, conductors, et cetera, nor railway fans, model builders, and 
the like. 

Today, our circulation is controlled and confined to the following 
groups of railroad men: 5,782 top executives—operating, financial, 
and administrative; 7,843 covering the motor power department, car 
department, and shop departments; 7,478 engineering and roadway 
executives; 1,202 purchases and stores executives. 

Our total circulation today is 20,837 in the United States, 1,027 in 
Canada, and 719 in foreign countries. 

It may interest you to know that, as of our June 1957 audit report, 
over 90 percent of the names on our reader lists are kept there because 
we have had direct communication from the reader requesting the 
magazine or from some responsible member of the railroad company. 
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We do have a subscription price of $10 per year in the United States 
and $20 in foreign countries. This rate was established primarily to 
keep railway fans, model railroaders, and others with no purchasing 
power off our list. 

Today, I am proud to say, railway suppliers invest more of their 
advertising dollars in Modern Railroads than in any other railway 
publication. 

We shall, therefore, continue our controlled-circulation policy. We 
have absolutely no desire to solicit paid subscriptions. 

In conclusion, gentlemen, we prefer controlled circulation. By 
definition, to control is to direct, to restrain or to regulate. There- 
fore, it is utterly fantastic to conceive of Modern Railroads and other 
controlled-business magazines as throwaways or junk mail. 

Thank you. 

Senator Scorr (presiding). Are there any questions? 

Mr. Brawtey. Mr. Watson, what do you think your benefits would 
be from this amendment ? 

Mr. Watson. It is merely a matter of getting the magazine to the 
reader in a shorter time. 

There is a case in point right here—this August issue of Appliance 
Manufacturer. We originally had another cover designed for this 
particular month. There was an important announcement made in 

hicago by Mr. Sharp, the president of Hotpoint, that they were 
going to build a big, new plant out in O'Hare Field. We switched 
that cover and we really got a scoop on this story, and the fact this 
story wasn’t delivered in reasonable time—we would have lost all the 
effort of our editors in what we thought was a pretty good publishing 
scoop. 

Time is important in getting our books in the hands of the readers, 
particularly in the case of our railroad book where we have a monthly 
publication competing with a weekly publication. 

Now, according to surveys, the most avidly read thing in our book is 
a monthly news condensation where we condense all the important news 
and do it at the very last moment. It is the last thing that is bound 
into our book, and a delay of that just makes the thing stale. 

Mr. Braw.ey. What kind of a delay are you referring to? Have 
you ever made any studies in the Post Office Department to find out 
how long it takes ? 

Mr. Watson. Not particularly. We have had complaints. We have 
heard of cases where in some territories our magazine may not be 
delivered for 3 weeks after our first mailing date. 

Mr. Brawuey. As much as 3 weeks ? 

Mr. Watson. That’s right. 

Mr. Braw.ey. Yet, newspapers under the red-tag treatment in 
second class can be delivered the next morning ¢ 

Mr. Watson. That’s right. 

Mr. Brawtey. Ata much reduced rate ? 

Mr. Watson. That’s right. It all depends upon the territory. We 
mail from Chicago. I mean Texas—there may be quite a delay. 

Senator YarsoroucH. Mr. Watson, are any of your competing 
magazines, that is, the magazines which compete with you, given 
red-tag treatment and delivery with letters? 

Mr. Watson. I believe the Railroad Age does. 
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Senator Yarsoroueu. It does get red-tag treatment ? 

Mr. Watson. That’s right, and ours doesn’t. 

Senator NEUBERGER. There is no substantial difference between your 
publication and Railway Age, for example, in the ratio of editorial 
and advertising content ? 

Mr. Warson. It is merely because we carry more advertising. 

In the course of a year, we publish almost as much editorial in 12 
issues as they do in 52; yet the ratio between the 2 

Senator Neusercer. I am interested in the ratio for each issue. 

Mr. Warson. Well, they make a higher average, percentagewise. 

Senator Neusercer. Of what? Editorial ? 

Mr. Warson. Of editorial to advertising. We have to have at least 
25 percent editorial. 

Senator Neusercer. To me, this is a very crucial part of this whole 
question—the relative ratio in these various publications of editorial 
content to advertising content. 

That is why L ask that question. 

Mr. Watson. Well, of course, there would also be the consideration 
of how much advertising you carry because if you had no advertising 
you would be 100 percent editorial. 

Senator Neupercer. I am aware of that. 

Mr. Watson. So, I would say right now we carry an average of about 
30 percent editorial over a period of a year. 

Senator Neupercer. And what would you say with regard to Rail- 
way Age, which you designate as a competitor ? 

Mr. Warson. It would probably run between 35 and 40. 

Senator Neunercer. Is there any place a breakdown of this? 

Mr. Brawuey. There is no editorial requirement in second class. 
They can go up to 90 or 100 percent. 

Mr. Watson. See, they provide a higher rate for the advertising 
section than they do the editorial, and that is supposed to compensate 
for the difference. 

We have to qualify for the 25 percent editorial. 

Senator Neusercer. That is all. 

Senator Scorr. Any further questions ? 

If not, I want to thank the witness and just say to him and the other 
witnesses here if they would give us tl tag treatment on adjourn- 
ment, I would be in favor of that. 

The next witness is Mr. Marshall Haywood, Jr. 


STATEMENT OF MARSHALL HAYWOOD, JR., PRESIDENT, HAYWOOD 
PUBLISHING CO., CHICAGO, ILL. 


Mr. Haywoop. Mr. Chairman, gentlemen; what do controlled- 
circulation business publications look like? Do they resemble weekly 
or daily newspapers in any way? Do they look like shopping news? 
What is the character of the advertising in controlled-circulation 
business publications? What is the nature of the editorial content? 
How do they compare with the editorial and advertising matter in 
newspapers—in so-called shopping guides? 

You be the judge. 

Here are some typical weekly and small daily newspapers. We 
have a whole bunch of them. Some are published by the persons who 
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signed their names to telegrams to Members of the Senate protesting 
H.R.7910. | 

‘These are from Iowa, Iowa, North Dakota, North Dakota—these 
fellows are all over the place—Pennsylvania, Tennessee, Tennessee, 
I don’t seem to get any from Texas right here. 

Senator YarsoroucH. We have 550, 

Mr. Haywoop. Here is Colorado. Note the type of editorial in these 
particular papers. These are newspapers. They are reporting general 
news. Their advertising is local advertising. 

Now let’s look at this group of typical controlled-circulation business 
periodicals, They are published back home and are equally import- 
ant to the communities of interest represented by the Members of the 
Senate. 

I was supposed to have one here from Englewood, Colo. I seem to 
have misplaced it. 

These are the ones we publish in Lafayette, Ind.: Boxboard Con- 
tainers, Industrial Packaging, and Packaging Parade. 

Here is Electric Light and Power, which goes to the utility interests. 
All the utility officials get this one. 

This is Electrical Dealer. It so happens that this one is a paid 
magazine, too. 

We have paid circulation in some of these. 

Finally, this group of papers—this group right down here—is made 
up of what is known as shopping newspapers or shopping guides. 

You can see what these fellows are. This is strictly advertising. 

Now, this is to give you the difference in the makeup of the weekly 
newspapers, the shoppers’ guide and our technical magazines which 
we publish. 

If you want to take a look at these, we have plenty of them around 
and I will be glad to leave them with you. 

You can see the difference in advertising and the editorial content. 
You have got full treatment here of your stories. 

These are technical stories. They tell fellows how to pack your 
chewing gum, and so on and so forth. 

The editorial content of these various magazines takes a great deal 
of effort and work. 

If you know anything about printing, here is a method for make- 
ready savings, et cetera. 

I would like to have you compare and contrast the ads in different 
know-how articles from the group of controlled-circulation publica- 
tions. 

You may say, “They are not paid for,” and that is correct, as far as 
a $2, $3, $4, or $5 subscription is concerned—hardly enough to cover 
the cost of getting a magazine of such caliber to a reader 12 times a 
year. 

The average cost of one copy of magazines like this is around three 
dollars and a half. Multiply it by 12 and you get a simple answer 
to a lot of questions. 

These are paid for in units of reading time, by the reactions of 
readers to the products and services advertised therein and by the 
advertisers, themselves, who want to reach the special-interest readers. 

In fact, today all good business publications control or direct their 
circulation, whether it may be paid or nonpaid distribution. How 
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else could it be guaranteed that a periodical designed for dentists 
would not go to bakers instead ? 

Would the advertisers to Highway Contractors be happy over their 
messages being read by poultry farmers? ; Pr 

Business-magazine advertising reaches the right person, in the right 
place, at the right time, in the right frame of mind, whether it is paid 
or nonpaid publications. 

Before concluding this little comparative analysis, please consider 
one more question: Doesn’t it seem odd to you that such comparative, 
though competitive, specialized business publications are not banded 
together for the common good of business publishing instead if one 
group trying to keep the other group at a competitive disadvantage ? 

That sort of attitude reminds me of the boy who owns the only 
football in the neighborhood. Unless he can be captain and quarter- 
back, no one plays with the ball. 

Under the American system of enterprise by freemen, small busi- 
nesses like ours are supposedly guaranteed the right of equal com- 
petition, and we need your help in getting it. 

Thank you, gentlemen. 

Senator Scorr. Do you have any questions? 

Mr. Pascuat. I have one question, Mr. Haywood. 

Mr. Haywoop. Yes, sir. 

Mr. Pascua. I would just like to have your thinking on this ques- 
tion because it has come to us on the controlled setup in this particular 
field: Would this be equivalent to taking these publications out. from 
under control and making them second-class matter ? 

Mr. Haywoop, No, sir. It is only in handling that we are asking 
for. It is only in the handling by the post office. 

My understanding is that the post office would handle them the 
same way they handle our paid competition. 

Mr. Pascnar. But are you not asking that they be handled as 
second-class matter ? 

Mr. Haywoop. By the post office in the same manner as the second- 
class is handled. It has nothing to do with rates. 

Mr. Pascua. Would it be equivalent to making them second-class 
matter if they are handled as second-class matter ? 

Mr. Conover. No. 

Senator Monroney. Except as to the rates. 

Mr. Haywoop. Only, as far as I know, just to the handling. 

Mr. Pascuau. There would be no changes in the rates ? 

Mr. Conover. No. 

Mr. Hayrwoop. No. There is nothing about changing the rates at 
all. 

Mr. Pascuan. Do you believe that this amendment carries a guar- 
anty there would be no changes in rates? 

Mr. Hayrwoon. Sir, I couldn’t guarantee anything but death and 
taxation. 

Mr. Pascuar. Thank you. 

Mr. Brawtey. Mr. Haywood, have you figured out how much more 
annual postage you are paying than your competitors ? 

Mr. Haywoop. Yes, sir. We are paying about three times what 
our competitors are paying. 
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Now, we happen to have a paid book here—boxboard containers— 
and these others are controlled. As a result of that, we have pretty 
good knowledge of what it is, and we are paying about three times. 

The Cuarrman. How many periodicals do you put out ? 

Mr. Haywoop. We have five we put out, sir. Four of them are 
controlled and one is paid. So, we do know something about the 
rates, and I would roughly estimate three times. 

The Cuatrman. So, you are in both fields? 

Mr. Hayrwoop. Yes, sir. 

The Carman. The paid and nonpaid ? 

Mr. Harwoop. Yes, sir. 

The reason we are in both fields—in this particular field here we 
feel we can cover the field better by control. 

Mr. Brawtey. If your regular second-class rates were increased to 
a level with controlled circulation, how much additional revenue 
would be gained by the Post Office Department ? 

Mr. Haywoop. As far as our competitors are concerned ? 

Mr. Brawtey. Yes. 

Mr. Haywoop. I believe it is stated there the controlled circulation 
brought in—what was it? 

Mr. Braw ey. $5,700,000. 

Mr. Haywoop. Well, roughly $6 million was brought in by con- 
trolled, and controlled is paying about 3 times what the second-class 
pays, which would mean—— 

Mr. Brawtey. I am speaking of paid-circulation magazines in sec- 
ond class as a whole. 

Mr. Haywoon. Paid-circulation magazines in second-class? 

Mr. Brawtey. Yes. 

Mr. Haywoop. Oh, that includes Time and Life. I wouldn't have 
the vaguest idea. 

Mr. Brawtey. In other words, the report shows that deficit is run- 
ning, on an intangible basis, about $57 million. If you are about 
three and a half times as high and if they are raised to a level with 
you, it would bring in about 150 or 160 million dollars additional 
revenue. 

Mr. Haywoop. It should. 

I would hate to be on their side. 

Mr. Brawtey. The only difference, as I see it, is one goes to paid 
circulation and the other goes to nonpaid circulation, 

Mr. Haywoop. There is a numerical difference. 

Senator Monronry. You can get that same rate as your competi- 
tor’s any time you want to go to paid circulation. 

Mr. Haywoop. That is right. 

Senator Monroney. So the choice has been yours. The choice has 
been to circulate without requiring an affirmation from your sub- 
seriber that he wants the magazine and renews that subscription. 

Mr. Watson. There is a monetary difference. 

Senator Monronry. Monetary; yes. He has to put up his money 
every year or every 3 years. 

Mr. Haywoon. There is a reasonable gales effort that has to be made, 
and if you consider the magazine of this nature, which has a 3,000 
circulation—for us to go around to all the box manufacturers in the 
eountry would be economically unsound. We send it by mail. 
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However, we do get this one paid. This one has a circulation of 
91,000. 

For us to run around and get paid subscriptions from those fel- 
lows—we could not cover the field as well for the advertisers as we 
ean by this particular method. 

Senator Monroney. Yes. 

The Cuarman. Have you ever thought of having these big cor- 
porations pay your subscription list, then going into second-class 
and utilize the cheaper rate ? 

You could do that just like the railroad magazine that is put out. 

Have you ever thought about doing that ? 

Mr. Haywoop. Yes, sir; we have. 

The Cuamman. How much would your savings amount to under 
that condition / 

Mr. Haywoop. We would mail this magazine for about one-third 
of what we mail it now, but we would not have as good circulation as 
we have now for our magazines. 

Mr. Watson. May I contribute a thought in relation to our circum- 
stances? 

Our paid competitor, Railway Age, is a hundred years old. They 
are able to sell 14,000 subscriptions. We distribute 22,500. 

It would be impossible for me to sell 22,500 subscriptions to these 
same people because, in order to do it, I would have to get a list of 
another 40,000 people who are not the most important people in rail- 
road field, and I would be trying to sell these ates a subscription, 


with some degree of success, but I would never come up with the top 
22,000 or at least the best we are able to obtain. 
The Cuarmman. You wouldn't reach the people you want to reach. 


Mr. Watson. That is correct. 

The CHarrman. And should reach ? 

Mr. Watson. That is correct. 

I couldn’t go into Fred Gurley or Mr. DeButts and sell him a sub- 
scription of a magazine. 

The Cuarrman. We have two more witnesses. 

Senator Monroney. I would like to ask one more question, if I may, 

The CuarrmMan. Go right ahead. 

Senator Monronry. The minimum of advertising matter would be 
what in your average publication ? 

In other words, you are required to have 25 percent of your editorial 
content. That is your minimum that is allowed. Otherwise, you 
would not even be allowed the third-class privilege, as 1 understand it. 

The Cuairman. That is right. 

Mr. Haywoop. I believe the average runs between 30 and 40 percent 
of editorial material, asa general rule, in this type. 

Senator Monronery. What does it run in your paid magazines? 

Mr. Haywoop. About the same. 

Senator Monroney. About 50 percent ? 

Mr. Haywoop. No. Just about the same. Economically, we han- 
dle about the same. 

Senator Monroney. But they pay on the advertising and the edi- 
torial content is free; is that correct ? 

Mr. Conover. No. 

Mr. Haywoop. No. 
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Mr. Watson. No. 

Mr. Haywoop. The advertising is at a lesser rate. 

Mr. Watson. Our circumstances are the same, but some of the paid- 
circulation papers have a higher percentage of advertising than we do. 

Mr. Conover. By and large, I think you will find the controlled 
carry more editorial content than the paid. 

Senator Monroney. Are there any statistics on that ? 

Mr. Harwoop. I would say they are about the same. 

Mr. Conover. In our field we carry more. 

Senator Monronry. That is the aviation magazine ? 

Mr. Conover. Yes; our aviation magazine. 

Senator Monronry. You are comparing that with Aviation Week ? 

Mr. Conover. That is a weekly. 

Senator Monroney. Both are weekly? 

Mr. Conover. Ours is monthly. 

Senator Ciark. Yours is monthly ? 

Mr. Conover. Yes, sir. 

We carry a great deal more. 

Senator Monroney. That is what I was comparing it to. I wanted 
the size. : 

Mr. Conover. The number of pages we run per issue compared to 
theirs is very much higher; the same in our other publications. 

Senator Monroney. That is all the questions I have, Mr. Chairman. 

The CHarrman. Our next witness is Mr. P. M. Fahrendorf, vice 
president of the Chilton Co., of Philadelphia. 


STATEMENT OF P. M. FAHRENDORF, VICE PRESIDENT, CHILTON 
CO., PHILADELPHIA, PA. 


Mr. Fanrenporr. Mr. Chairman, gentlemen of the committee, we 
have 15 magazines. I couldn’t bring all of them down with me. Six 
of them are audited by the Audit Bureau of Circulations and nine 
by the Business Publications Audit. Three of the latter group, how- 
ever, mail second-class, which means, of course, that they are over 
50 percent paid. One of our magazines, incidentally, was converted 
from controlled to paid during the past year. 

It has always seemed to us that, some day, someone would ask why 
we couldn’t make up our minds as to why we didn’t know which type 
of circulation was better. Obviously, the Chilton Co. does not and 
never has taken any position in favor of either type of circulation to 
the exclusion of the other. 

As a matter of fact, the publishers of our paid-circulation maga- 
zines get along most amicably with the publishers of the controlled 
ones and the various editors seem to live in complete harmony. We 
even have 1 publisher who has 1 paid-circulation magazine and 1 
controlled and he gets along beautifully with himself. 

The reason for this is that we know that either kind of circulation 
can be good or poor; that there are many kinds of paid circulation, 
just as there are many kinds of controlled circulation. 

The Cuarrman. Let me understand you. You are in both fields, 
aren’t you? 

Mr. Faurenporr. We are in both fields. 

The Cuarrman. You have 6 in one group and 9 in the other; is that 
right ? 
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Mr. Faurenvorr. But of the 9 audited by BPA—3 of them are 
second class, and I would just like to suggest—I am even asking—this 
is paid in the jewelry field; this is my competitor—controlled—and I 
am interested in having him get his book delivered through the mail 
as quickly as ours. 

Here is another field—Commercial Car Journal. This is controlled. 

Here is the competitor—Fleet Owner. This used to be controlled. 

That gives you the general picture. 

The CHarrMan. Thank you. Please go on. 

Mr. Fanrenporr. On the paid side, there is, of course, newsstand 
circulation which is almost nonexistent among the trade and industrial 
magazines; there is circulation secured by mail, either with or without 
premiums, and with or without cut prices and special offers, and there 
is circulation secured by canvassers. 

In this latter type of circulation procurement, some subscriptions 
are sold by direct contact with the subscriber. The solicitor goes into 
a hardware store, or a garage, or an industrial plant, picks out the 
proprietor, or the engineer, or executive, and sells him a subscription. 

On other occasions, a solicitor talks to groups of workers, either by 
arrangement with the management or he collars them during the lunch 
hour, or whenever and wherever he can. 

In other cases, the solicitor sells group subscriptions to the public 
relations director, or some other official in the plant, who picks what 
he believes to be the proper publication for the various individuals in 
the organization, either at their request or otherwise. 

In cases of this sort, the subscriber sometimes pays part of the cost 
of the subscription and in other cases the company pays the entire 
cost. 

Many subscriptions are also sold by independent subscription-selling 
organizations who commonly retain 100 percent of the subscription 
price which they collect. 

Some paid circulation is a nondeductible part of the membership 
dues paid to a trade or professional association. 

Now, some of these methods can be considered good and some of them 
can be considered poor. There is an infinite amount of variation. A 
method which is really good in one field and secures the type of circula- 
tion which is valuable to the advertiser might be poor in another field. 

There are just as wide variations in the quality of controlled circula- 
tion. Naturally, a prime condition is: 

How good is the list ? 

How well is it maintained ? 

How wise has the publisher’s choice been as to what individuals are 
of the greatest importance to his advertisers ¢ 

How complete is coverage ? 

From this point on, there is scope for wide diversity in the matter 
of verification. There are, certainly, some methods of verification 
which are more valid from the advertiser’s standpoint, just as there 
are some ways of selling subscriptions which are more effective than 
others. 

Still another important consideration is the extent to which the 
readers of the controlled-circulation publication have requested it or 
indicated some desire to continue to receive it—and the extent of the 
job which the publisher has done and continues to do, to prove to 
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himself and to his advertisers that he is enjoying a high degree of 
readership and that he is giving his readers the kind of information 
they want. 

Most publishers of either paid or controlled publications lay great 
emphasis on the importance of their passalong circulation. There 
is no question about the fact that every good trade magazine has a 
large amount of multiple readership by routing or other methods of 
pass along. 

Whether these pass-along readers can be considered as paid readers 
or free readers will have to be decided by someone who thinks that 
the issue is an important one. 

We turn down thousands of subscriptions in the course of a year 
from people who want to receive one or another of our magazines, 
but who are not desirable to our advertisers or logical readers of our 
editorial contents. Every good trade-paper publisher does this but, 
of course, it is an extremely expensive process—this screening and 
selecting—and it places a substantial financial burden on the pub- 
lisher who is doing a conscientious job. 

We receive many subscriptions from unidentified people and, be- 
fore service can be started on the subscriptions, we have to write to 
ascertain what company they are with, the nature of the business, 
and their position. It oftentimes takes many letters or even, in some 
eases, personal field calls to get this information and, when it is 
secured, it must be documented for the circulation audit. We also 
have to cope with disgruntled people who have been refused. 

You will be told that publishers make money out of circulation 
sales; but, as a general rule, you will find, on analysis, that this is 
fun with figures. It is quite common practice, for instance, to charge 
no overhead against circulation sales. At any rate, even if there is a 
profit, it certainly does not amount to much and will not, as has been 
claimed, be much of a relief to the advertiser in defraying the mechan- 
ical costs of printing and mailing the magazine. 

We have known of situations where the cost of procurement of new 
subscriptions has run as high as $25 per subscription. It is our opin- 
ion that, if any publisher is making a profit out of circulation sales, 
he can only do it if he has a very high renewal percentage and does 
not have to secure too many new subscriptions during the course of 
a year, 

In some fields, such as electronics and some branches of the aviation 
industry, where security restrictions are rigid, you can’t even get past 
the gate, let alone get into the plant. Even our editors sometimes 
have trouble getting in. 

An example of the handicaps under which a subscription salesman 
sometimes works is an experience which one of our men had years 
ago when our Commercial Car Journal was a paid magazine. He 
called on R. H. Macy in New York, who at that time operated a 
large fleet of trucks, and went in hopefully to the store at 34th and 
Broadway to sell a subscription to the man, or men, who were re- 
sponsible for the maintenance of the truck fleet. He found out, be- 
fore he had wasted too much time, that the fleet was in Long Island 
City and that the man was Mr. Smith. 

After three callbacks in Long Island City, he finally got in to see 
the gentlemen who said that he would like very much to receive the 
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magazine but pointed out that the company paid for things like that 
and asked the salesman to call on Mr. Jones, the assistant purchasing 
agent, at 34th and Broadway. Keep in mind that our salesman was 
trying to make a $8 sale. He got in to see Mr. Jones, who said, “If 
he wants the thing, let him pay for it himself; the company is not 
going to pay for this.” 

Two more calls in Long Island City finally landed the order and the 
three bucks. 

We think it is understandable that if you are in a field where this 
sort of thing is a common incident you sooner or later decide to go 
ahead and send the magazine to Mr. Smith, when you find out who 
he is. There are many ways to ascertain, after a reasonable length 
of time, whether Mr. Smith wants to continue to get the magazine 
and whether he is reading it. 

I hope that these remarks have not given the impression that they 
are designed to be in support of either controlled circulation or paid, 
to the discredit of the other. The important thing is that after pro- 
ducing the finest editorial product that the publisher can produce, he 
wants to get it into the hands of the largest possible proportion of 
prospective buyers of his advertisers’ products at the lowest possible 
cost. 

His only source of revenue to pay for the whole enterprise is his 
advertising income, because he has little or no net profit from circu- 
lation income. If, therefore, the cost of securing and maintaining his 
circulation either on a paid or free basis is excessively high, the adver- 
tiser is being overcharged or else the publisher is losing money. 

This is one of our 15 magazines, of which I am the publisher. It is 
called Jewelers’ Circular-Keystone. It serves the jewelry trade and 
it is a paid-circulation publication, enjoying second-class entry and 
handling. 

Now, here is my competitor—National Jeweler—which is a con- 
trolled-circulation publication. 

My main purpose in showing both magazines to you is to accent my 
concluding remarks. 

While it may surprise you, as a paid publisher I have no objection 
whatever to any benefits my competitor may obtain through the pas- 
sage of the legislation at hand. 

As members of National Business Publications, we believe in the 
high destiny of the business press and the great need for unifying its 
purpose and progress, irrespective of circulation methods. 

I thank you. 

The Crarrman. I believe one of the main differences happens to be 
you select your subscribers and the other publisher selects the sales. 

Mr. Fanrenvorr. The other publisher sells and we select on a con- 
trolled basis, going to those who are going to benefit most from the 
publication. 

Senator Monroney. Did I understand you to say, sir, a magazine 
you had of paid circulation could have 50 deadheads on the list ? 

Mr. Faurenporr. No. 

The Cuatrman. Over 50 percent paid. 

Mr. Fanrenporr. It has to be be over 50 percent for direct mail. 

Senator Monroney. I thought you said that. 
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Mr. Fanrenporr. But the magazines that we have in the ABC are 
all around 85 to 95 percent paid. 

The 3 audited by the BPA have over 70 percent. 

The Cuamman. I’m speaking of that 50 percent. I fear that some 
newspapers are themselves paying for their subscribers in order to 
derive benefits to which they are not entitled. 

Senator Monronry. I think newspapers have to maintain a higher 
percentage than that. 

The Caairman. Are there any other questions? 

The next witness is Mr. Russell L. Putman, the president of Putman 
Publishing Co., Chicago, Il. 


STATEMENT OF RUSSELL L. PUTMAN, PRESIDENT, PUTMAN 
PUBLISHING CO., CHICAGO, ILL. 


Mr. Purman. Mr. Chairman, I appreciate very much your giving 
us this opportunity to be heard. With your permission, I will run 
through my statement very quickly here and try to avoid repetition. 

The Cuarmman. You may proceed in whatever way you wish. 

Mr. Purman. Perhaps as you have listened to the testimony of my 
associates the question has arisen in your minds: “But why has this 
squabble become so bitter over no more than a difference in building 
circulation ?” 

It’s a natural question, but the answer is not difficult to find—for 
paid-circulation magazines not only receive faster, better postal han- 
cling, but they pay only 3 to 4 or 414 cents per pound in postage, while 
controlled or nonpaid magazines must pay 10 or 11 cents per pound. 

This, in itself, is a big reason why some paid publishers fight bitterly 
to maintain this discriminatory advantage over their controlled 
competitors. 

But there’s another reason—less obvious, perhaps, but nonetheless 
real. Over the years the idea of paid circulation has been sold to adver- 
tisers as proof of readership, hence proof of extra advertising values— 
and, so, a sort of halo has been built up around this idea of concept 
of paid circulation. 

f course, this is far more fiction than fact for the mere fact of 
having paid something is no proof of wantedness, if you will, or proof 
of readership. This is demonstrated by the fact that both paid and 
controlled use controlled circulation to build readership. 

I hope you note what I said, for almost all paid-circulation business 
magazines use controlled-circulation methods in seeking to obtain paid 
subscriptions, that is, they send thousands of copies of their maga- 
zines to desired readers over lengthy periods, without charge to the 
recipients, hoping to induce the recipients to pay something for sub- 
scriptions which will qualify the recipients as paid subscribers and, so, 
enable the publisher to enjoy lower postage rates. 

The Cuarrman. That is what they do when it is above 50 percent. 
They send out a great many that way. 

Mr. Purman. Yes, sir; that’s right, sir. 

The Cuarrman. I have had them from different. magazines. 

Mr. Purman. Yes, sir. 

The Cuarrman. I believe it is called 3 months’ free trial. 

Mr. Purman. That’s right, sir. 
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The Cuatrman. Go ahead. 

Mr. Purman. Yes, both paid and controlled publishers prove that 
they believe that recipients of a magazine will read it, if the magazine 
is sufficiently interesting, regardless of whether they pay something 
or pay nothing. 

did you ever read a magazine in a barbershop, for example? 

It is obvious, then, isn’t it, that the question of paid or nonpaid is 
not a factor in measuring the service a magazine renders its reader- 
audience ? 

It is obvious, then, isn’t it, that there should be no postal discrimi- 
nation because of circulation method 4 

There are good magazines in both classes. The most stanch de- 
fenders of paid circulation agree that there are good controlled maga- 
zines and the most stanch defenders of controlled circulation agree 
that there are good paid magazines. Unhappily, there are some bad 
ones in the lot on both sides; but paid circulation is neither the reason 
for nor the criterion of good specialized business magazines. Editorial 
content, first of all, determines the service a magazine renders, that is, 
is it worthy of the reader’s time! 

Next, the availability of the magazine is the deciding factor in deter- 
mining its service to desired readers. 

There are more controlled-circulation magazines audited. 

The hallmark of quality among magazines, in circulation, is an 
audit by one of the leading, best-accepted auditing bureaus, that is, the 
Audit Bureau of Circulations, which audits only paid, and/or the 
Business Publications Audit of Circulation, which audits both paid and 
nonpaid. 

Note these facts, please—and they come from Standard Rate and 
Data Service, as of January 1957, the best source of information on 
this type of data: 

There are 368 paid specialized business magazines audited by the 
Audit Bureau of Circulations. 

Four hundred and twenty-four paid and nonpaid specialized busi- 
ness magazines are audited by the Business Publications Audit of 
Circulation, of which 411 controlled magazines are audited by the 
Business Publications Audit of Circulation. Thus, there are actually 
more controlled audit specialized business magazines today than there 
are paid audit specialized business magazines. 

Why have controlled magazines failed to gain equal postal handling 
over all these years ? 

Because many of the older paid magazines are strongly entrenched, 
are in much larger publishing companies and so have ‘been successful 
in defending their preferential postal position. For example, 1 pub- 
lishing company alone owns 33 or more paid specialized business, 
industrial, and trade magazines, as well as a powerful book division. 
Its total revenue, in this year of 1957, is said to be approaching $85 
million, the major portion of which is from advertising revenue in 
magazines. The entire income from all the specialized business maga- 
zines in this country is only approximately $400 million. Certainly 
this highlights were power lies, and this single organization—plus its 
close associates among paid publishers—has a record of years of violent 
opposition to controlled publications. 
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But is it these competitors who oppose controlled? Consider, for a 
moment, these facts: No paid magazine is in any way affected by the 
legislation proposed in the bill in question, unless it 1s affected by the 
fact that its controlled competitors might be granted relief from 
discriminatory legislation. 

Representatives of certain paid publishers have for years been 
vigorous, if not vicious, in charges against controlled magazines. 

Unfortunately, some smaller city and county newspapers seem to 
have been misinformed and misled into attacking not only this pro- 
posed legislation but even the motives, purposes, and integrity of this 
committee, itself, in proposing this legislation. 

Ask yourselves, I beg of you, what other motive could have prompted 
these actions unless it be that certain powerful publishing interests 
seek to maintain discriminatory legislation which handicaps controlled 
competition and seek, thus, to secure even greater domination over 
the field of specialized business, industrial and trade publishing. 

Gentlemen, I hold here in my Wand one of my company’s publica- 
tions, Chemical Processing. Its circulation is controlled, nonpaid. 
We pay 11 cents per pound to mail this magazine. 

I hold here a copy of a competitor’s magazine, Chemical Engineer- 
ing. Its circulation is paid. They pay 3 to 4 or 41% cents per pound. 

I hold here a copy of another of my company’s magazines, Food 
Processing. I do not have my competitor Theda, frankly, 1 did 
not expect to show you this this morning; but, by sheer coincidence, 
a strange thing has happened, or perhaps a helpful thing—and, if I 
may pass these ~ to the committee, I have only three of these—you 
will note at the lower part of this column—this is Time magazine 
for the current week—on page 71 you will see an article which has 
to do with the controversy over fat saturation and whether it affects 
people in the way of heart disease. Time has covered this in their 

usiness section and if I may read this, you will note it says: 

Food Processing— 


it discusses this, and comes down to Food Processing— 


the industry’s leading trade magazine: “Processors to change their manufac- 
turing technique”— . 
andsoon. I shall not read the rest. 

Gentlemen, I submit to you that this is one of the publications 
that they are attempting to brand as junk mail, as unwanted. 

Finally, obviously our competitor enjoys faster, surer posta] han- 
dling under second-class mail, and our magazine, in a vague con- 
trolled-circulation classification, receives slower, less efficient postal 
handling. 

Our plea is not for lower postage. We ask only equal handling 
under second-class regulations, at whatever rate the Congress may 
deem fair. 

We ask only that this long-standing discrimination in postal han- 
dling be corrected. Certainly this is asking nothing unfair to any 
others. 

Thank you very much, Mr. Chairman. 

The CHatrrman. Would were of the delivery of your maga- 
zines cost anything extra? ould you have any estimate on that? 

Mr. Purman. I understand from post office people that, as a matter 
of fact, in putting controlled publications right in with the second- 
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class handling will help them expedite things and make it easier 
from a postal standpoint. 

Senator Monroney. Does the Department recommend it? 

Mr. Brawtey. We are going to have the Department before the 
committee early next week, and I understand they have no objection 
to the amendment. Whether they recommend it or not I don’t know. 
We will find that out in their testimony before the committee. 

Senator Crark. Mr. Chairman, may I ask Mr. Adams just this 
one question: Would you agree the essence of your testimony is the 
present method of discriminating between controlled publications and 
paid-circulation magazines is obsolete in the light of the position of 
the industry ¢ 

Mr. Apams. That is correct. 

Senator CLark. What you want is to have it brought up to date 
so as to reflect the facts of life? 

Mr. Apams. That is correct. 

Senator Monroney. If that is the case, wouldn’t you come in and 
ask for the elimination of the greater discrimination in rates and 
handling ? 

If these stand on all fours, you are asking for much less than half a 
loaf; and it seems to me they either do stand on all fours with the paid- 
circulation magazines, which these good gentlemen have imsisted, or 
they don’t. 

lf we are going to do it, then let’s cover them with the almost free 
postage that we give to the paid-circulation publications. 

Senator Crark. I don’t want to take the time of the committee in 
colloquy with my good friend from Oklahoma, but perhaps the rea- 
son for not asking for lower rates is because they think their com- 
petitors should pay higher rates, and I suspect they should. 

Senator Monroney. I think they should, definitely—I don’t think 
there are many on the committee who would not agree to it—but the 
fact the rates apply only on the fact that people are willing to pay 
that money to get the magazine is a little bit different from the other 
situation, where you can have a hundred thousand or a million cir- 
culation with a controlled-circulation magazine, if your advertiser 
wanted that much circulation, 

They may not all be as careful as you gentlemen say you are be- 
cause, if you are dealing in a mass product, there is no regulation of 
the reader wishing to buy the magazine. He gets it through the mail 
regardless. 

Senator CiarKk. Yes, but the question still is, isn’t it, whether this 
distinction makes sense in the light of modern conditions ? 

Senator Monroney. It may not make sense in applying this to a 
narrow field of the publishing business, but I think you can get into a 
problem with that broad definition, with art and other things, whereby 
you could build up a general mass-circulation magazine. 

Senator CrarKk. I don’t mean to imply at all I don’t think there is 
a lot of junk mail. I do. I think there is an enormous amount of it 
and, personally, I would be in favor of imposing higher rates on it. 

Senator Monroney. I think they should pay higher rates. 

Senator Ciark. But these gentlemen make a very good case. 

The Cuartrman. There is one reason that you would not want to 
go into second class, and that is because you would want to select your 
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subscribers, and that would prevent you from doing that and from 
getting that rate; isn’t that true? 

Mr. Apams. We, of course, wish to continue to select our customers. 
That is our method of distribution. 

Senator Monronery. You can select any number you want, what- 
ever your magazine thinks they need for advertising. They can grant 
and work up a selected mailing list to hit that many people. 

Mr. Apams. Well, Senator, that is possible, but ne of 
it are that you can only send these magazines to people who will read 
them and profit by them. 

Senator Monroney. That is right, but you can go right down the 
list. You can send it to the general manager; then you can decide 
to send it to the assistant general manager, and then the assistant 
general manager’s assistant, and He ean multiply by three times 
your circulation without anybody writing and asking for the 
magazine. 

Mr. Apams. That is correct. 

Senator Monroney. Some of these gentlemen say they carefully 
recheck and so on with regard to their magazines, but there is noth- 
ing in the law to provide for that. We don’t know how vigorous they 
are. 

The theory is we are subsidizing, as I understand it, in the second- 
class mail, and the only excuse for the rates is the fact that you are 
subsidizing the reader to enable him to get.a publication. The reason 
for it was the Congress’ desire to expand knowledge and information 
across the country back in the early days. 

The Cuarrman. Yes. 

Senator Monronry. Therefore, you were paying a part of the 
reader’s cost of the magazine or of the newspaper or any other thing 
that went under the second-class rate. 

This is a new development that is strictly a product of our big 
advertising business today. If it wasn’t for advertising, these things 
couldn’t be published. 

The Cuatrman. Naturally this has come about because you saw 
the need of this. I think that is your reason, and because you saw 
you could better serve your customers. 

Mr. Apams. That is right. 

Mr. Conover. That is right. 

The Cuarrman. Are there any more questions? 

Mr. Apams. Mr. Chairman, if I may, I would like to very briefly 
summarize our presentation. 

The Cuatrman. All right, sir. 

Mr. Apams. The gentlemen who just spoke are all of the witnesses 
who will testify under the sponsorship of National Business 
Publications. 

We have shown you that this legislation is good, fair, and just 
legislation. Its only purpose is to provide second-class mail handling, 
not rates, to publications now completely similar to competitors en- 
joying second-class handling, with the exception that the first dis- 
tributes by the paid-circulation method, the other by the controlled- 
circulation method. 

The controlled-circulation magazines will still pay 3:to 314 times 
as much for the same service. It does not admit to the mails matter 
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now prohibited. It merely corrects, from the mail-handling point of 
view, an inequity of long standing. 

The committee and staff have been accused of engaging in an under- 
handed, undercover, deceptive endeavor, in connection with the 
handling of this bill. While we are sure that our comments in de- 
fense of the innocent against infamous attack are unnecessary, it is 
with real pleasure that we help set the record straight. 

The nub of the criticism is in the lack of public hearing. The 
inspirer or inspirers of this unwarranted attack knew, at the time of 
such inspiring, or should have known, that a public hearing on this 
bill is completely unnecessary. 

This is corrective legislation—completely self-evident—and no one 
is harmed. A public hearing such as this results in the wasting of 
valuable time on the part of people who can ill afford it and those 
who are responsible for it owe the most abject apology to this com- 
mittee and to its staff. 

At the time the committee ordered reported House bill 7910, as 
amended by Senate bill 2615, clause 1b of Senate bill 2615 had been 
varefully explained to the members of the committee as changing the 
classification of controlled-circulation publications to second class, 
with the rate now charged remaining the same. The witnesses have 
demonstrated the need for this legislation. The Magazine Publishers 
Association has indicated that no objection to this legislation will be 
advanced by it. 

The Post Office Department writes: 

This bill has no effect on postage rates. The present rates would continue to 
apply to controlled publications. 

There are only 550 magazines registered as controlled-circulation publications. 
More than 25,000 other publications are classified as second class. For many 
years the Department has treated the controlled publications in the nature of a 
subeategory of second class. They are accepted and handled in the mails and 
postage is computed and paid on them in the same manner as on second class. 
Section 126.18 of the Postal Manual provides specifically as follows: 

“The weight of mailings of controlled-circulation publications (see pt. 1383) 
is obtained in the manner prescribed for obtaining the weight of mailings of 
second-class publications. Controlled circulation postage is collected and ac- 
counted for in the same manner as second-class postage. Each mailing must 
be prepared and made up for dispatch in the manner prescribed for second-class 
mail (126.11 through 126.13).” 

When the copies are undeliverable as addressed, they are treated in the manner 
prescribed for undeliverable second-class mail under sections 158.23 and 345.4 of 
the Postal Manual. 

Our controls to require regularity of issuance and compliance with the statutory 
limitations on advertising content are necessarily the same since both second 
class and controlled must meet approximately the same standards, the limita- 
tion on advertising in controlled being stricter than in second class. 

It is impracticable to have separate regulations and procedures for 550 business 
magazines. We handle the controlled magazines as a subcategory of second class 
since that is the only prceticahle way to handle them. Therefore, we have no 
reason to object to the amendment to H. R. 7910 since it would not alter our 
procedures. 


The direct competitors of the controlled-circulation business press, 
being unable fairly to object, and the weekly or small daily news- 
papers, being not harmed by this bill, we sincerely recommend the 


reapproval of this measure by this committee and its enactment into 
law. Justice will be advanced by removing such a serious inequity. 
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In conclusion, Mr. Chairman and gentlemen of the committee, we 
feel that we must compliment you, most abundantly, for the fair and 
completely objective approach that you have given our problem. We 
are most appreciative and we are confident that our case is in the best 
of hands. 

The Cuatrman, If there is nothing further, we will meet in the 
morning at 10 o’clock. 

(Thereupon, at 12 noon, the subcommittee adjourned, to reconvene 
at 10 a. m., Friday, August 23, 1957.) 
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FRIDAY, AUGUST 23, 1957 


Unitep Srares SENATE, 
ComMITTEE ON Post Orrice AND Crvit SERVICE, 
SUBCOMMITTEE ON PostraL Rates, 
Washington, D. C. 
The subcommittee met, pursuant to adjournment, at 10:05 a. m., in 
room 135, Senate Office ‘Building, the Honorable Olin D. Johnston 
pr esiding. 
Present: Senators Johnston (chairman of the committee), Mon- 
roney, Scott, Neuberger, Clark, Yarborough, Carlson, and Morton. 
Also present: H. W. Brawley, executive director, and Frank A. 
Paschal, professional staff member. 
The CHatrrman. The committee will come to order. 
I notice we have with us here this morning the Honorable Maurice H. 


Stans, Deputy Postmaster General. We will be glad to hear you first 
this morning. 


STATEMENT OF HON. MAURICE H. STANS, THE DEPUTY POST- 
MASTER GENERAL, ACCOMPANIED BY BERT B. BARNES, DEPUTY 
ASSISTANT POSTMASTER GENERAL; ABE M. GOFF, GENERAL 
COUNSEL, POST OFFICE DEPARTMENT; AND I. I. RAINES, DIREC- 
TOR, DIVISION OF POSTAL RATES 


Mr. Srans. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my mission here is a 
very brief one and will not take more than 2 or 3 minutes, although I 
will be glad to stay and answer any questions that the committee may 
have. 

On February 26, 1957, a report of the Citizens Advisory Council to 
this committee was released. 

On March 21, 1957, the Postmaster General and I appeared before 
this committee in hearings on postal policy and testified in substantial 
disagreement with the findings and conclusions of the Citizens Advis- 
ory Council. 

The points at issue are most important, because they relate to the 
amount of the postal deficit, the amount of public services or subsidies 
included in the postal deficit, and the need for postal rate increases. 

Several months ago we prepared a pamphlet contrasting our views 
with those of the Citizens Advisory Council, but we did not release 
it at the time. In view of the fact that the report of the Citizens Ad- 
visory Council has been cited with approval by some witnesses appear- 
ing before this committee in the present hearings on postal rates, we 
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think it highly desirable that our booklet be made part of the record 
of these hearings. 

This booklet, which is entitled “The Post Office as a Public Serv- 
ice,” contains no new factual data and no new arguments. It creates 
no new controversy. It is intended solely to be “helpful to the com- 
mittee, and to the public, in evaluating the opposing points of view 
of the vital questions affecting the need for postal rate increases, 
particularly in the area of how much the public service costs are that 
the Post Office is carrying. For this purpose, the first 60 pages of 
it are made up to show the opinion of the Citizens Advisory Council 
on each point on the left-hand side of the page and the opinion of 
the Post Office Department on the right-hand side of the page. 

A summary of the two views appears in the charts on pages 54 and 
55. They show that the Citizens Advisory Council reports that no 
postal deficit exists if the public service costs are eliminated, whereas 
we take the position that the present postal deficit, even after all 
public service costs are eliminated, is in excess of $600 million. 

Mr. Chairman, I would like to offer this booklet for the record in 
these hearings. 

The CHatrman. The committee will receive it and examine it. 

(The document, entitled “A Statement by the Post Office Depart- 
ment on the Post Office as a Public Service,” is on file with the com- 
mittee for reference purposes. ) 

Mr. Srans. Now, I have one more short matter. At the hearings 
last Friday, some questions were asked of us regarding the losses or 
profits on postal operations in the principal foreign countries. We 
were asked whether we had any information regarding the financial 
results on postal operations in these countries, exc luding the telephone 
and telegraph or other nonpostal activities. Now, in reply, I would 
like to offer for the record, a table, and ask that it he inserted in these 
hearings. 

The Cuarmman. It will be inserted at this point in the record. 

(The document referred to follows :) 
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Financial report of postal operations (exclusive of telephone and other opera- 
tions) for 1955 published by the International Bureau of the Universal Postal 
Union 
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1 Includes telecommunication service; in all other cases the figures are for the a iaalidial service only. 


Mr. Srans. The table relates to the year 1955, which is the latest 
year for which we have full information at this time. It shows that 
for 23 large countries, Argentina is the only one that showed a large 
loss. It had a loss of $1 30 million. Of the 22 other large countries, 
some showed a profit and some showed a small loss, but the net result, 
adding them altogether, was a profit. 

Then for 58 additional smaller countries, there was a small loss of 
about $3 million. In the aggregate, all of the countries for which we 
have reports, including all the large nations of the world, showed a 

rofit on their postal service, excluding Argentina and the United 
tates, and the figures for each are shown here. They are shown for 
the postal operations alone, excluding telephone or any other opera- 
tions conducted by the postal administrations except in the cases of 


Denmark and Germany, for which we are not able to obtain a sub- 
division. 
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The Cuamman. Do you have any breakdown on the different classes ? 

Mr. Srans. No, sir. I believe that could possibly be obtained in a 
few countries only. I do not think there are more than a few coun- 
tries that have a cost system that would show that information. 

The Cuarrman. Do you know whether or not they have different 
rates in different classes ? 

Mr. Stans. Oh, yes; they do; definitely. 

Senator Ctark. May I ask a question, Mr. Chairman? 

The Cuarrman. Of course, Senator. 

Senator Crark. Mr. Stans, does this comparison of foreign coun- 
tries take into account the kind of service they render? For example, 
we deliberately furnish a lot of service at a loss to small rural com- 
munities. Do these foreign countries do the same thing or do you 
have any way of knowing whether the caliber of the service they 
render is comparable to the caliber of service we render? 

Mr. Stans. That is a good controversial question, Senator, because 
we sometimes hear that the service in foreign countries is better than 
the United States. Answering specifically, the figures include all 
of the postal operations of these countries, whatever their services 
happen to be. ee own investigations, which have been rather exten- 
sive in the last year, cast some doubt on whether the services in any 
of these countries are really any better than they are in the United 
States except in a few isolated cases. 

Senator Crark. For example, would it show whether they issue 
money orders, whether they have star routes, post offices in most 
hamlets, and that kind of thing? 

Mr. Stans. Whatever they do is included in these figures. 

Senator Crark. When you say they are operating at a profit, we do 
not know whether they are giving the same kind of service we are. 
At least, this does not show it. 

Mr. Srans. We do not have the information here as to what the 
services are in each country. 

Senator Crark. I imagine you would agree we could easily run 
our postal service at a profit if we cut out all the free services? 

Mr. Srans. No, sir; I am sorry, I would not agree. 

Senator Cuark. You would not agree to that ? 

Mr. Srans. That is the issue, sir; if I may say so in the booklet 
we entered in the record this morning. Our position is that we are 
running a deficit of $686 million in fiscal 1958 and if we took out all 
of the items that we believe should be classified as a public service, 
they would add up to only about $30 million. Now in saying that, I 
respect the fact there ape differences of opinion on it. 

The Cuarrman. These foreign countries do not give anything like 
the free service that we give though. Nor do they reduce service in 
second class. Isn’t that true? 

Mr. Srans. Well, Senator, I would have to study that question 
specifically to be sure. I do know that some of these foreign coun- 
tries have low rates on newspapers and magazines. I do know that 
many of them have money order, registry, and insurance services, as 
we do, and some of them have a more frequent delivery service in the 
cities and in the country, but I do not have any specific figures as to 
whether or not there are any free services such as those we provide to 
the blind and others in their rate structures. 





POSTAL RATES 159 


The CuarrMan. You are aware that few countries have such wide- 
spread distribution of information through newspapers such as we 
have. 

Mr. Stans. Well, they certainly do not have the circulation of either 
the magazines or newspapers that we do. 

The Cuamman. In many nations, a man known as a crier reads 
the news to the people of the village. 

Mr. Srans. I think that still prevails in some places. 

The Cuamman. I witnessed that myself in several countries over 
there. That is the way they get their news. The town pays him 
to go out and disseminate the news to the people every morning. 

Mr. Srans. Our only purpose, Senator, in submitting this table 
is to answer the questions raised the other day, as to whether we could 
separate the postal figures. 

The Cuamman. What I am getting at is this: It is hard for us to 
analyze the service that we are giving to the people with what they 
are getting and what we are getting unless we could analyze exactly 
the services we are receiving and the service they are receiving. 

Mr. Srans. I think that is right. 

The Cuarrman. I think that is what we ought to do. 

Mr. Srans. Our objective in furnishing this information is to show 
that whatever the services they give they do seem to have a policy 
of wanting them to pay their way. 

The CHarrMan. In my investigation of postal problems, I made 
a trip to a number of countries in Europe. I learned that in some 
nations the post office and the railroads and the telegraph office all were 
combined under one head. They just set up on their cost ascertain- 
ment by allotting so much to each one, and it was very difficult for 
anybody to say who had a deficit, if there was a deficit, and who made 
a profit, if a profit was made. 

Mr. Srans. These are the reports they submitted to the Universal 
Postal Union. 

The Coarrman. Are there any questions? 

Senator Carison. I think it is very fine of Mr. Stans to bring us 
this study which they have made. It is the first time I have seen it. 
It looks to me like it is going to be good reading over the weekend. 
I promise you I am going to read it over this weekend and I think 
it might be well to see that every Member of the Senate gets a copy 
before we adjourn. It contains a lot of information, so I am going 
to see that they do get one. 

Mr. Srans. Thank you, sir. 

Senator Cartson. We will look into this. I have not had time 
to look at it. This discusses the post office as a public service also— 
that is the heading here. Now, that, of course, gets into the question 
of policy, whether the post office is a public service, which is one of 
the problems we wrestled with in this committee. I want to ask 
you, and I have here the bill that passed the House, Is the postal-rate 
policy in the bill, approved by the House this year, the same postal- 
rate-policy language that was in the bill that passed 2 years ago? 
[have not checked it so I do not know. 

Mr. Srans. It is the same, sir, as the language that was in the bill 
that passed the House last year, with one minor exception. 
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The statement of policy a year ago provided that the postal reve- 
nues should be adjusted so that they were substantially equal to the 
expenditures. An amendment was made on the floor of the House 
this year to change that to provide that the revenues should be ad- 
justed so that they are more nearly equal to the expenditures. There 
is a difference in meaning there and the Post Office definitely prefers 
the original language rather than the amended language. 

Except for that, the statement of policy is identical with that which 
the House passed last year. 

Senator Cartson. Well, as I said, I have not read it and I have 
not compared it and I wanted to have that clear. We had some testi- 
mony, Mr. Stans, in the hearings 2 years ago by Charles Sweet, who 
is a rate man for the Capper Publications and has been for 25 years. 
He is not new at the business at all. He has handled rates and has had 
the handling of mail for Capper Publications, which is now Stauffer 
Publications, for over 25 years. He testified before this committee— 
and I haven’t the transcript—I am sure it is available—that in his 
opinion, no Postmaster General could operate under the policy state- 
ment that was in the bill passed 2 years ago. 

Now, I am not familiar with why they could not operate. I just 
wondered if this language is satisfactory to you and the Department ? 

Mr. Stans. There is no limitation in the language to my knowledge 
that would in any way affect the ability of the Postmaster General to 
operate. Actually, it gives the Postmaster General no more authority 
in postal rates than he now has. It merely fixes a policy for the 
future guidance of the Congress itself. 

All the Postmaster General is required to do under the statement of 
policy that he does not now do is to make studies from time to time 
and at regular intervals of every 2 years, to make specific recommen- 
dations to the Congress as to changes in rates that appear to him 
to be necessary. 

Senator Cartson. I am going to get the transcript before we con- 
clude these hearings and read it again. I well remember the state- 
ment because it surprised me a little he would make that statement 
and I have a very high regard for his experience in postal operations. 
And, if I may, Mr. Chairman, I want to ask another question on 
this bill. 

The CHarrman. Proceed. 

Senator Cartson. That gets into the section here in regard to 
fourth-class mail, that the revenues from fourth-class mail service 
will not exceed by more than 1 percent the costs thereof and the 
costs of such fourth-class mail service will not exceed by more than 
1 percent the revenues therefrom. Now, as I understand that par- 
ticular language, that gives the Post Office Department this leeway 
in dealing with the handling of fourth-class mail based on legislation 
that we have approved which states that the Post Office Department 
must operate in the black. That would give you a leeway of 1 per- 
cent; is that correct ? 

Mr. Srans. That is correct. 

Senator Cartson. How many dollars or how much is 1 percent? 
How many dollars would that be in millions or thousands? 

Mr. Srans. It would be between 4 and 5 million dollars. 

Senator Cartson. You have approved this section ? 
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Mr. Srans. Yes, and we think it is practical and we had a perfect 
illustration of need for it in fiscal 1956. I think our parcel-post serv- 
ice showed a loss of $800,000.: To be required to adjust rates for 
$800,000 against a normal revenue of one-half billion dollars seems 
to be a rather absurd proposition and we think there should be a 
little bit of leeway there so that the Postmaster General does not have 
to make increases amounting to one-tenth of 1 percent. 

Senator Cartson. I am in accord with your views. As a matter of 
fact, I think the chairman and I tried to increase this to 3 percent or 
more. I have the same feeling. I cannot imagine that the Depart- 
ment should have a line that is so closely drawn here that they would 
have no operating leeway and I wanted to know if 1 percent is satis- 
factory or if you need more? 

Mr. Srans. We are satisfied with 1 percent. We think it would be 
adequate. 

Mr. Brawtey. Did you not originally recommend to the House 3 
percent this year? 

Mr. Srans. Yes. 

Mr. Brawtey. This is a House amendment? 

Mr. Stans. We recommended 3 percent in our bill and the House 
reduced it to 1 and we agreed that we would not interpose any objec- 
tion to 1 percent. 

The CHarmman, So if the Senate would ask for 3 percent, that 
would be carrying out your recommendation ? 

Mr. Srans. And we would not seriously object to that. 

The CuarrmMan. The reason I say that, I think there is some ques- 
tion about the cost ascertainment, the way you go about it. I think 
you should have at least 3 percent myself, That is my own belief. 

Senator Cartson. I wanted to be sure they had enough. What is 
the present status of it ? 

Mr. Stans. To comply with the law, we filed a petition before the 
Interstate Commerce Commission to increase our parcel-post rates 
but we have not filed a specific proposal of the new rates until there 
is a determination on our postage on the other classes of mail. For 
fiscal 1957, our loss is a little greater than in fiscal 1956. It looks at 
the moment as though we will run a loss of about 6 or 7 million 
dollars on parcel post in fiscal 1957, which would be more en 1 per- 
cent but less than 3 percent. 

Senator Cartson. That is all, Mr. Chairman. 

Senator Scorr. Mr. Chairman, I am one of those on the committee 
here that lives on an R. F. D. route and I am very much interested 
in parcel post and all that, but for my part, I think parcel post ought 
to pay its way. However, they ought to have the service. There 
ought not be any question about that. We ought to get just as good 
service on that because it is very important, but I think there are 
several things there in the House bill that could not be handled about 
the size of packages and so on. 

I do not know what we will decide on that but I definitely think 
that the folks really appreciate parcel post packages so much—I could 
be in error on this—I think they appreciate it so much, they are will- 
ing to pay their part of the traffic. 

That is my feeling on it. In fact, ] think they ought to do it but 
they ought to have the serv ice, and good service. 








162 POSTAL RATES 


The Cuarrman. That is with no deductions or anything for prefer- 
ential treatment at all, is it / 

Mr. Stans. No, sir. You see that is the only class of mail on which 
Congress has ever expressed a specific policy and that is that fourth- 
class mail should pay its full allocated costs under the cost ascertain- 
ment system. So, there is no adjustment for service factors. 

The Cuarrman. Are there any other questions ¢ 

Senator Yarsorover. Mr. Stans, about how many magazines are 
there that receive so-called red tag treatment and go as first-class 
mail ? 

Mr. Stans. About 150. 

Senator Yarsorouen. That is weekly magazines, or are there any 

monthly magazines among them ¢ 

Mr. Stans. All weeklies. 

Senator Yarsorover. And they go in the mail just like a first- 
class letter and are handled just an expeditiously as a first-class letter / 

Mr. Srans. Substantially so. There is a difference, Senator, that I 
would like to point out with respect to this first-class treatment and 
that is, of course, a magazine which fails of delivery to the addressee is 
not forwarded. First-class mail is forwarded until it reaches the 
addressee. 

Senator YarsoroveH. Assuming it has the correct address, it goes 
as fast as a 3-cent letter ¢ 

Mr. Stans. That is correct. 

Senator YarsoroucH. Now, in computing the deficit that the Post 
Office Department computed that first-class mail has caused a portion 
of the defiicit allocated to that, did you segregate the letter first-class 
mail from the newspapers and magazines that are put in with the 
letters and are carried just like letters? 

Mr. Srans. Yes. The cost of handling magazines and newspapers 
that get the equivalent of first-class treatment is included in the cost 
of handling second-class mail. 

Senator YarsorovuGH. On the weight basis, which weighs the most, 
the letters carried as first-class mail or newspapers and mi: ugazines 
carried as first-class mail ? 

Mr. Srans. I honestly do not know, sir. That would require some 
field checking in order to get some estimates on it. 

Senator YaRsoroucH. On the weight ? 

Mr. Stans. Yes, sir. 

Senator YarsoroucH. Now, the magazines and newspapers carried 
as first-class mail pay the second-class rates; is that correct? 

Mr. Srans. That is correct. 

Senator Yarsorovucn. They have no special fee or payment for 
that red tag treatment / 

Mr. Stans. No, sir. Now, there is one more feature in that the 
magazines and newspapers who get that special treatment as first-class 
mail perform more services in the preparation of their mail than do 
the other magazines and newspapers. They are required by regula- 
tion to separate their mail according to zones, postal zones, w ithin the 
city wherever there are more than five pieces going to any zone. 
Other mailers do not do that. They separate only to cities and States. 

Senator YarsoroueH. Will, you furnish the committee a list of 
those papers and magazines which receive the red tag treatment ¢ 
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Mr. Srans. Well, I can do that today, to this extent, sir. 
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I can 


say that practically every daily newspaper in the United States that 
uses the mails gets first-class treatment and our regulations require 
that. 

Senator YarnoroucH. Now, do your regulations require that mag- 
Is there a written regulation on 


azines get red tag treatment, too‘ 


that ? 


Mr. Srans. Only those which are specifically determined to have 
time value and are the subject of separate individual rulings receive 
the first-class treatment in the case of magazines. I can give you a 


partial list of those today. 


Senator YarsoroucnH. Will you furnish us a partial list, please, 


Mr. Stans. 


The CHatrman. That will be made a part of the record. 


(The document is as follows:) 


NEWSPAPER TREATMENT 


Under the provisions of section 126.14, Postal Manual, postmasters are au- 
thorized to determine which publications of the second class are newspapers 


for postal handling purposes. 
mitted to the Department for decision. 


In borderline or doubtful cases, the facts are sub- 


Attached is a partial listing of publications which have been approved in the 


newspaper category based upon evidence submitted by the publishers. 


It does 


not include publications which local postmasters have classified as newspapers 


for postal handling purposes. 


Accountant’s Weekly Report 

The Advocate 

Advertising Age 

Air Conditioning 
News 

The American Observer 

Bakers Weekly 

Box Office 

Brooklyn Spectator 

Builders’ Weekly Guide 

Bulletin of the National Association 
of Purchasing Agents 

Business Week 

The Canning Trade 

Canners’ Market Report 

Capital Adjustments, Reorganizations, 
Stock Rights 

Capper’s Weekly 

Caravan Weekly Pictorial 

Catholic Northwest Progress 

Catholic Standard 

Chemical and Engineering News 

Civil Service Leader 

Congressional Index 

Current Events 

Dairy Record 

Electronic News 

Editor & Publisher 

Electrical World 

Engineering News-Record 

Export Trade and Shipper 

Facts on File 

Federal Securities Law Reports 

Federal Tax Guide 

Federal Tax Report Bulletin 

The Fitch Survey 

Florists’ Exchange and Horticultural 
Trade World 


and Refrigeration 


Footwear News 

Government Contracts Reports 

Greek Press 

Headlines 

Hosiery Industry Weekly 

Human Events 

I. F. Stone’s Weekly 

Insurance Advocate 

International Trade Reporter Export 
Shipping Manual 

Investment Dealers’ Digest 

Jewish Press 

Journal of Commerce Import Bulletin 

The Junior Review 

Junior Scholastic 

Knitted Outerwear Times 

Labor 

Labor Guide 

Labor Law Guide—Federal 

Labor Relations Reporter 

Labor Report 

Lancaster Livestock Reporter 

Lawyer’s Weekly Report 

Law Week’s Summary and Analysis— 
Pocket Edition 

Leather and Shoes 

Life 

Machinist 

Modern Grocer 

Motion Picture Herald 

The Nation 

The National Jewish Post & Opinion 

National Review 

National Underwriter, Life Insurance 
Edition 

New England Journal of Medicine 

The New Leader 

New Republic 
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NEWSPAPER TREATMENT—Continued 


Newsweek 
The New Yorker 
Official Edition Law Reports and Ses- 
sion Laws 
Oil and Gas Journal 
Our Times 
-assenger Transport 
Petroleum Week 
Poor’s Investment Advisory Survey 
The Poultryman 
Prentice-Hall Information 
Prentice-Hall Report on Business 
Printer’s Ink 
The Produce News 
Philadelphia Afro-American 
Railway Age 
Research Institute Recommendations 
Saturday Review 
Saward’s Journal 
Senior Scholastic 
Shipping Digest 
Showmen’s Trade Review 
Southwestern Miller 
Sponsor 
Sports Illustrated 
State and Local Tax News 


State Tax Review 

Tax Barometer 

Tax Court Reported and Memorandum 
Decisions 

Time 

Tobacco Leaf 

Traffic Bulletin 

Traffic World 

Trainmen News 

Transport Topics 

TV Guide 

Unemployment Insurance Reports 

United States Law Week 

U.S. News & World Report 

U. S. Supreme Court Bulletin 

The Value Line Investment Survey 

Washington Food Report 

Waste Trade Journal 

Weekly Digest 

Weekly News Review 

Weekly Underwriter 

What’s Happening in Taxation and 
Government Regulation 

World Week 

The Young Catholic Messenger 


Senator YarsoroueH. Now, has there ever been an order of the Post 


Office Department on that like the New letter, 


1924 on the newspapers ¢ 


I believe you said of 


Is that your statement, about 1924, the 


Postmaster General wrote a letter stating that newspapers would re- 
ceive the red tag treatment or special treatment and go as first-class 


mail ? 


Mr. Stans. In the case of newspapers, the first-class treatment was 
granted beginning in 1924 under an order of the Postmaster General at 


that time. 


In the case of magazines, I am informed the Deputy Post- 
master General in 1951, approximately, 


issued an order permitting 


those magazines that qualified as having time value to receive the same 


treatment. 


Senator YarsorouGH. Is that the first time magazines began to be 


handled as first-class mail, in 1951? 


Mr. Barnes. No, prior to that, they had newspaper treatment or 
better treatment than the average magazine but, as you remember, 
when the appropriations were severely cut in 1950, we had to do 


something and the order w 
except newspapers. 


was issued to eliminate that service to all 
But, afterward, they changed that order and 


amended it to give them that preferred treatment provided they would 


— it into the zones and cities. 


enator YaRBoROUGH. Do any of the weekly newspapers receive the 
an tag treatment that the weekly magazines receive / 
Mr. Stans. Only if it is necessary for them to get delivery equiva- 


lent to first-class mail. 


livery. 
Senator YarsorovucH. Now. 


In other words, 
papers do not have the time pressure that daily 
they can be handled in orderly sequence a 


what 1: 


in most cases, weekly news- 
newspapers do and | 
nd still make the next de- 


law of Congress authorizes the 


treatment of magazines as ordinary 3-cent letters, mailed with 3-cent 


letters ? 


Under what law is that done, Mr. 


Stans / 
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Mr. Stans. I will have to refer to counsel. 

Mr. Gorr. There is no special law but there is a statute—— 

Senator CLark. Would you mind identifying yourself ? 

Mr. Gorr. Abe Goff, General Counsel for the Post Office Depart- 
ment. 

There is no special statute on this, Senator, but it is under the gen- 
eral authority of the Postmaster General to superintend the Post 
Office Department and generally to take any steps that are necessary 
to operate them. 

Senator YarroroucH. What would prevent the Postmaster General 
from classifying all second- and third-class mail as first-class mail 
and letting it go second- and third-class rates ¢ 

Mr. Gorr. Well, of course, we do have a definition by statute of 
first-, second- and third- and fourth-class mail, but although these 
magazines and newspapers do get first-class treatment as far as de- 
livery, there are some other features they do not get. For instance, 
sealed first-class mail cannot be opened. There is a greater security 
given to first-class letters in an effort to protect them because, of course, 
they are much more valuable than a newspaper or a magazine. And 
the other thing is the requirement that first-class mail, as stated here 
before, be forwarded. Of course, with magazines, you do not do that. 
So, it 1s not strictly first-class mail. It is for delivery alone. 

Senator YarsorouaH. I believe that is all. 

Senator Cuark. Mr. Chairman, may I ask several questions? 

Mr. Goff, have you ever given a legal opinion that this red tag treat- 
ment is valid, formal opinion ? 

Mr. Gorr. No, I have not. 

Senator Crark. Are you confident it is valid ? 

Mr. Gorr. Yes, I think it is, particularly, since they render that 
service to us, that is, the zoning part of it. Now, I could check to 
see if there have been any given by my predecessors. 

Senator Ciark. The query would be, in view of the low rate they 
pay they are entitled to preferred treatment. You think it is legal? 

Mr. Gorr. Well, yes, it is my belief. I have not gone into it par- 
ticularly because it has been accepted for more than 30 years. 

Senator Ciark. Mr. Stans, I wonder if you would mind furnishing 
a complete list of the newspapers and magazines that get this red-tag 
treatment? I personally would like to see who is getting it and who 
is not getting it. 

Mr. Srans. May I ask if you are not satisfied with the statement that 
all daily newspapers get it ? 

Senator Ciark. No, because I want to see what magazines are not 
getting it, as well as what magazines are getting it. 

Mr. Srans. Can we distinguish, for the sake of eliminating a lot 
of work, between magazines and newspapers? AIl daily newspapers 
get it. 

Senator Ciark. If you will tell the committee no daily newspaper 
has been refused red-tag treatment, 1 am content with that. 

Mr. Srans. I will say that. 

Senator Monronry. County papers do not get it ? 

Mr. Stans. County papers sometimes get it and sometimes do not, 
depending upon whether it in any way accelerates delivery. 

Senator Nevpercer. What is a daily newspaper—how many days 
a week qualify ? 
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Mr. Srans. Seven or six. 

Senator NeuBercer. Six daysa week. May TIaska question? Had 
you finished, Senator Clark? 

Senator Crark. I was just going to ask the chairman whether he 
thought it desirable to get Mr. Stan’s view on this controlled circula- 
tion problem we dealt with yesterday. I think there was some thought 
we would know the position of the Post Office Department on that. I 
do not want to interject myself on that. 

The Cuatrman. We had him come down here this morning for the 
specific purpose of presenting this report. If there are any other 
questions you want to ask, I think we ought to let him know what 
they are and invite him down again. But we have invited several 
other witnesses this morning. 

Senator Crark. Mr. Chairman, my only point, I personally was 
somewhat impressed with the case made by the controlled circulation 
magazines yesterday, but before making up my mind as to whether 
their position was valid or not, I w ould like to know what the post- 
office people themselves feel. This might not be the appropriate time. 

Mr. Brawtey. We had planned to have the Post Office Department 
and also the opponents next week. 

The Cuamman. There may be some questions come up they will 
want to reply to. 

Senator Crark. That isentirely satisfactory to me. 

The Cuarrman. We want to be fair to them and I think that would 
be better. 

Senator Neupercer. May I ask a question of Mr. Stans about some 
of the material he presented this morning ? 

Mr. Stans. Yes, sir. 

Senator Nevsercer. I would like to ask a question about the finan- 
cial report of the postal operations in some other countries which we 
have here. I notice that in the 22 other countries of substantial size, 
comparatively few operate their postal system at a loss and where 
there is a loss, the loss is relatively small in terms of dollars or equiva- 
lent amount of money. But, this is the question I wanted to ask. I 
note, if I am not mistaken, that with the exception of Canada and 
Australia and India, none ‘of these is a country of very large geo- 
graphical area. Is that not approximately true? Or, have I left 
out some? I am talking about comparable geographical area to the 
United States. 

Mr. Srans. I think that is correct. Of course, the largest country 
in geographical area would be Russia and they do not report their 
figures. 

Senator Neusercer. And the second largest country, I presume is 
Canada or China. We do not have either China or Russia and Canada 
is the largest country in here and I presume Australia is the second. 
I do not have any atlas on hand, but this is the question I want to 
get at. Is it not very expensive, or again I may be mistaken, for the 
type of very comprehensive rural delivery we have in the United 
States‘ In other words, is it not far more expensive to deliver a letter 
to Cupr um, Idaho, in Mr. Goff’s home State or in Imnaha, Oreg., in 
my State, than it is to deliver an equivalent letter in Philadelphia 
in Senator Clark’s State, or in Austin, Tex., or some other large com- 
munity? In other words, do not the remote farm areas in rur al areas 
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in this country require a very high degree of expense per letter or per 
parcel delivered as compared to urban mail Au a 

Mr. Srans. Senator, there is a variation in the service in these 
various countries and this question was discussed before you came in. 

Seantor Neusercer. I am sorry if I am repeating them. “ER 

Mr. Stans. We do not have all the facts as to what the service 1s, 
Some countries give more service than we do. For example, I am 
told in Germany, mail is delivered to every home in the country regard- 
less of where it is located. Now, it would take some time to determine 
what the service factors are in all the other countries. 

Senator Neusercer. Not somuch Germany. Germany is not much 
larger than Texas. 

Senator Yarsoroucn. Wait a minute; just halfas big. Pardon my 
interruption. 

Senator Neupercer. I have committed the unpardonable insult. 

Senator YarsorougH. I trust the Senator from Oregon will forgive 
the interruption by the Senator from Texas. 

Senator Neupercer. Will my colleague from Texas agree Canada 
is larger than Texas ¢ 

Senator YarsoroucH. Presently. [| Laughter. ] 

Senator Neupercer. What is the service in Canada, in the remote 
areas in Canada, as Saskatchewan and British Columbia? Do they 
have the equivalent of what we have in rural United States? 

Mr. Srans. [really do not know. 

Senator Neusercer. That would be the determination in making 
comparisons in profit-and-loss statements. 

Mr. Stans. Yes. I made the statement before you came in, Senator, 
that our only purpose in providing these figures was to answer the 
request of the other day and to make the point, if we might, that what- 
ever the service that is furnished, there seems to be an objective in 
each of these other countries of making it self-sustaining. 

The Cuarrman. Is it not also true that in some of your larger post 
offices such as New York, which is a densely populated area, that a 
large profit is made and it shows on their books? Did not New York 
show a surplus there of about 30 or 40 million dollars a year? 

Mr. Stans. I do not recall what the figures are, Senator, but cer- 
tainly, New York has more originating than terminating mail and has 
more revenue than expenses. 

The CuarMan. It is hard to break down for that reason. 

Mr. Srans. Any conclusion in that overlooks the transportation 
costs that are involved in that same mail, and the delivery costs. 

Senator Neusercer. Aren’t the most expensive mail deliveries you 
have in the more remote areas # 

Mr. Srans. I would think so; yes. 

Senator Nevpercer. That is all. 

The Cuatrman. Are there any other questions ? 

Senator Monroney. May I ask one question? Do each of the 
across-the-board freight rate increases increase the Government’s mail 
rate to the railroads ? 

Mr. Srans. What we pay to the railroads is dealt with in separate 
cases before the Interstate Commerce Commission. We are not sub- 
ject to freight rates generally applied to industry. There are cases now 
pending, on the part of the railroads of the United States against the 
post office before the Interstate Commerce Commission for higher pay 
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for carrying the mails. They are asking as much as 60 percent 
increases at this time. 

Senator Monroney. On a weight basis, you pay a great deal more 
than the normal commodity 1 rates, do you ‘not, to the railroad ? 

Mr. Srans. I am not quite sure. I do not know what the normal 
commodity would be or if you mean by that, the average. I think 
perhaps we do. 

Senator Monroney. No comparability to the same cost per pound- 
mile. As I always understood it, your rate is considerably higher, 
based on a factor that would indicate that you are subsidizing a part 
of that train run ? 

Mr. Srans. You see, Senator, there is quite a difference between the 
carriage of freight and the carriage of mail because mail is carried in 
passenger trains. We are the head-er 1d cars of passenger trains and 
the Interstate Commerce Commission in making its determination of 
the rates we pay deals with the cost of the passenger train service and 
makes its allocations to the mail. We pay their determination of what 
is necessary to cover the cost of the railroads and a profit. 

Senator Monroney. Of course, the railroads have shown tremendous 
losses, according to their books, on the passenger service and I was 
wondering if the higher cost is thus shared in the c ost to the Govern- 
ment ? 

Mr. Stans. It certainly is a portion of the figures that the railroads 
have submitted to the Interstate Commerce Commission but we have 
taken very substantial disagreement with those figures. We think 
their methods of accounting “definitely need to be revised to recognize 
the modern relationship between passenger and freight service. 

Senator Monroney. But they do expect increases based on the 
higher cost of service on passenger trains which carry the mail cars? 

Mr. Stans. That is correct. 

Senator MonroNey. Could you put in the record, if it has not 
already been done so, the percentage of increases, say, in the last 10 
years on mail transportation ? 

Mr. Stans. Yes, I will do that. 

(The document referred to is as follows :) 
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Increases in basic railway mail pay authorized by the Interstate Commerce 


Commission since 1946 (all proceedings. were handled under I. 0. C. docket 
No. 9200) 





Cumu- 
Date of Date of Effective date | Percent of increase over | lative 
I, C. C. report application decision of increase base as indicated increase 
over 
1946 
STF HT TSMDDE lon Soph tL couillasait . 
ST. UG. 2i7.s......+-- Feb. 19,1947 | Dec. 4,1947 | Feb. 19, 1947 | 25 percent additional to 25.0 
established rates pre- 





scribed in 1928. deci- | 
sion (1441. C. C. 675). | 
S70 L. C. 6. O88... <2- aa ODscaceed | Dec. -4,1950 |... OO. shat Approximately 48 per- 48.0 
cent over compensa- 
tion earned under | 
rates prescribed in | 
1928 decision. 
we i. Oy Che tek a SES 8253 | Nov. 13,1951 | Jan, 1,1951 | Approximately 31.5 per- | 
| cent over compensa- | 
tion on 1950 level. 
- PR Oe | Tee | June 24,1953 | Mar. 15,1954 | Oct. 1,1953 | 10 percent in addition to 114.1 
the rates prescribed in 
1951 decision (283 














| I. C. C. 503). 
Current railroads re- 
quests: Proposed by— | 
ner CE... -w ll CU a ED nn oa cece bantonaciewcsnenns 63.84 percent._.._....---} 1250.8 
Southern carriers.._| Aug, 1, 1066 |. .26255.<-. 2422 )t-03-s----55205 64.59 percent_..-.-.--.-- 2 252. 4 
Western carriers __ POR. Actes beatacteescteces July 1, 1957 | 7. 5 percent. sukedaahaaowy sae 
etd eae eee LUT) 
! Fast. 
2 South, 
3 West, 


The Crramman. There is one other question along that line. The 
Government entered into contracts with the land grant railroads and 
they got cheap rates for freight and passengers for a long while. Did 
the’ Post Office ever get any “reduced rates over those railroads? 

Mr. Gorr. I do not believe so, Senator. 

The Cuamrman. You see what I am driving at? 

Mr. Gorr. Yes, I know what you are driving at. 

The Cratrman. You see, the Government gave them, a 10-mile 
right-of-way, right through the country, which helped to open up a 
lot of western territory. The railroads then sold property along the 
right-of-way. The Government helped them build it in that way. In 
return the Government received certain contracts to haul cheaply any- 
thing that had to do with the Government. Some of the railroads 
struck oil on those rights-of-way. I would like to know if the Post 
Office Men nan these conditions. 

Mr. Gorr. I do not believe so, Senator, but I will check. I am 
familiar with that. 

The Cuarrman. I do not believe you have either but I want to 
know. 
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Mr. Gorr. I am thoroughly aware of what the Senator is talking 
about. I have lived near by some of these land grant railroads. 

The Cuarrman. Are there any other questions / 

Senator Monroney. May I ask one more question ? 

The Cuarrman. Yes. 

Senator Monroney. Does airmail pay its own way, Mr. Stans? 

Mr. Srans. Airmail at the present time recovers the allocated cost 
of its handling. It does not adequately recover the costs of the pre- 
ferred service that it gets in relation to the other classes of mail. 

Senator Monronry. How does it get preferred service above the red 
tag service Senator Yarborough was asking ? 

Mr. Srans. Airmail is handled ahead of everything else, including 
even first-class mail. It is separated out at the sorting tables and 
dispatched ahead of any other class of mail. 

Senator Monronrey. You mean it goes to the plane ahead of other 
mail ¢ 

Mr. Stans. It leaves the Post Office at more frequent intervals and 
ahead of any other class of mail. 

Senator Monroney. You do not have but one delivery of mail a day 
to the residential addresses, do you, and then only a certain number 
to the downtown people, so any mail that has been sorted will arrive 
at that same period along with magazines and newspapers ? 

Mr. Srans. The difference is at the point of receipt of the mail 
from the mailer. We sort it out of the mail stream quicker; we dis- 
patch it quicker; we transport it faster and delivery is made at the 
time of the next regular delivery. 

Senator Monroney. But your statement, aside from that, special 
handling feature, that it does pay its own way; is that correct / 

Mr. Stans. No, sir, I am sorry; but it does not. 

The Cuarrman. That is with the subsidy they get ? 

Mr. Stans. Subsidies no longer charged. 

The Cuarrman. I know they are no longer charged but 

Mr. Srans. Senator, your question raises one which we discussed 
at some length on Friday. 1 would like to make this point. Our 
position is that the classes of mail that receive preferred service are 
not charged adequately if they merely cover the cost of the use of 
our personnel and facilities. They should pay more when they get 
a premium service as distinguished from the classes of mail that get 
a deferred service. It is a common principle of utility pricing that 
the services of greater value pay more than the services of lesser value 
pay and we think first-class mail and airmail should pay more than 
the bookkeeping costs because they get the prime attention at every 
point along the way and the other classes of mail sometimes are de- 
layed while first-class mail is being handled. 

Senator YarsoroucH. May I ask another question, Mr. Chairman? 

The Coarrman. Yes. 

Senator Yarsoroueu. Mr. Stans, if the railroads were granted a 
60-percent increase in rates for handling mail, would their rates be 
appreciably any different from airmail charges to the airlines for 
handling mail, then ? 

Mr. Stans. Yes; they would still be less than the charge of the air- 
lines for handling mail. However, that would not lead to a conclusion 
that we could send parcel post by air, for example, although it prob- 
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ably would lead to a conclusion that it would be more economical for 
us to send first-class mail by air. 

Senator YarsoroueH. Than by rail ? 

Mr. Stans. Than by rail. 

Senator YarsoroucH. Well, the Post Office Department has been 
sending considerable amounts of first-class mail by air in recent years, 
has it not ? 

Mr. Srans. About a billion pieces a year ; yes. 

Senator Yarsoroucn. Now, what are the circumstances under 
which that issent? Does that pay air rates? 

Mr. Srans. That pays a special rate from the airlines in consider- 
ation of the fact that it does not have the right to demand first space. 
It is on what we call a “space available basis.” 

Senator YarsoroucH. Now, do you pay more to send that by the 
airlines than you do by trains? 

Mr. Stans. We pay the airlines somewhat more than we do by 
train, that is correct. 

Senator YarsoroueH. Now, does that billion pieces that went by 
air, was that this last year ? 

Mr. Srans. Last year. 

Senator YarsoroueH. Was that billion of pieces of first-class mail 
that went by air, did that include newspapers and magazines? 

Mr. Srans. No, sir. 

Senator YarBoroueH. All strictly first-class mail? 

Mr. Stans. First-class mail. 

Senator YarsoroueH. But had ordinary 3-cent postage on it and 
it went by air? 

Mr. Stans. That is correct. 

Senator YarsoroucH. Those are the only questions I have. 

The Coarrman. Any other questions ? 

Senator Carison. We appreciate your coming up. The questions 
asked this morning show we need some information up here. 

Mr. Srans. I shall be glad to come back at any time. 

The Cuamman. The committee may invite you back if any other 
questions come up. 

Senator Monronery. Could you tell me whether the railroads charge 
you the same for third- and fourth-class mail as they do for first-class 
mail? You pay just astraight pound rate, do you not? 

Mr. Stans. We pay aspace rate. 

Senator Monroney. So whatever the rate, the charge is averaged 
out over first-, second-, third-, and fourth-class mail ? 

Mr. Stans. That is right. 

Senator Monroney. No distinction is made as to what the railroads 
receive ¢ 

Mr. Stans. We pay a blanket rate on the space we occupy. 

Senator Monroney. And that would include so-called round trip 
where you have to pay on an empty car coming back ? 

Mr. Stans. We donot pay that any more. 

Senator Monroney. That has been eliminated ? 

Mr. Srans. Yes. 

Senator Monroney. It is up to the railroad to furnish the car at 
the point you want? 

The Cuarrman. But you do pay for so much space and sometimes 
all that space is not used; is that not true? 
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Mr. Srans. That is‘correct. We book our space in advance and we 
pay for that whether or not we fill it. 

The Cuarrman. That is my understanding. 

Senator YarsoroueH. Mr. Stans, on the Dillion pieces of first-class 
mail, but non-air-mail, that went by air last year, how much more did 
it cost the Post Office Department to send that by air than it would 
have paid had it gone by ground transportation ¢ 

Mr. Srans. I am g a you asked that because it clears up an in- 
ference that I may have left in the record. We pay the airlines more 
than we pay the railroads for moving the mail, but we save on other 
cost factors. It is cheaper somewhat to distribute mail on the ground 
prior to an airplane flight than it is to distribute mail on a train, for 
several reasons, including the expense allowance we pay to the men 
who distribute mail on the trains, Our computations so far on the 
experiments we have been conducting with moving regular 3-cent 
letters by air show that the cost is a slight bit less to move those par- 
ticular letters by air. 

That does not mean that we could do it across the country for less 
because they are the heavily traveled routes insofar as mail volume 
is conneaaul. 

Senator Yarsoroucu. The ones that you used are the heavily trav- 
eled routes? 

Mr. Srans. That is right. 

Senator Yarsorouen. Well, if you could handle that volume of 
first-class mail by air cheaper than you could handle it on the ground 
at the 3-cent rate, do you still say that you would have to have an 
increase for airmail to pay its own freight? 

Mr. Stans. Oh, yes. You see, we pay the airlines less for the 3-cent 
mail that goes by air because it is an entirely different service. Air- 
mail bearing a 6-cent stamp is delivered to the airport and claims 
the first plane that is going to the destination. The 3-cent letters 
that go by air go only on the next plane that has space for it. So, it 
is an entirely different service. 

Senator YarnorouGH. It would be held up ? 

Mr. Srans. We pay the airlines less, only about half as much on 
the space available basis. 

Senator Yarsorovueu. That is all. 

Senator Monroney. You do contract though with freight lines also 
which do take, not on a space available basis, but run it out at the 
close of business in the daytime of each day to move it across the 
country, say, overnight. Is that not correct ? 

Mr. Srans. I will ask Mr. Barnes to answer that. 

Mr. Barnes. That is air parcel post. 

Senator Monroney. No, you use the freight lines for first-class 
mail? 

Mr. Gorr. You are referring to airfreight ? 

Senator Monroney. Yes. 

Mr. Gorr. As I remember that, we have used airfreight only where 
we have run into a situation in an emergency situation where we 
have to move some mail. 

Senator Monroney. You have not discriminated against the cer- 
tificated passenger carriers who carry this extra first-class mail, but 
also, the certificated airfreight lines have been carrying a great deal 
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of first-class mail for you at the low contract rates and sometimes, I 
understand, lower than the certificated passenger carriers ¢ 

That is, they do not carry any of the straight air mail, just first- 
class mail by air. 

Mr. Barnes. I am not sure, Senator about that. I thought you 
were talking about mail in general and not this airlift mail. 

Senator Monroney. Airlift mail. 

Mr. Barnes. Some 3-cent mail and a little bit of airmail is some- 
times carried by freight cargo. 

Senator Monroney (interposing). Could you put in the record the 
rates for both the certificates passenger carriers and the rates for the 
airfreight certificated lines? 

Mr. Stans. On 3-cent mail ? 

Senator Monroney. Yes. 

Mr. Srans. Yes; we will. 

(The document referred to is as follows :) 


CURRENT RATES OF PAYMENT FOR AIRMAIL SERVICE 


Airmail: Line-haul charge of 30.17 cents per mail-ton-mile, based on standard 
mileage, plus terminal loading charge as follows: 





Revenue tons traffic Terminal rate 
Station of origin emplaned per year per pound 
(cents) 

ae eee ee ee cee ea ee see ae eRE At oe 3. 32 
Se Be dh adc oS Geakabotnads dre oseudeebiiwdh aes T50 D0 G,90D iiss 5 dias su~~- 6. 64 
NE)... 6. coud teensinananmoekawenenenawaesee aaa ts Ne aia aa 9. 96 
EP. <sicdeccnadtiaduecatcnasaibectehenhnweaankohbidek oy teat lh daa ely alah ge 33. 21 

Cents per 
First class by air experiment: mail-ton-mile 
Narr Metin: tip Teer con hk tse heer ein eenennnie 18. 66 
AT I iE inc lis ve ese bticknmnentaimnen ens iraitiese 20. 04 
Chicago and Washington to Wiorida-.--..-. opicapeeederin, aE 
Now. worm tO Wiorida...- o.oo ae Se ee 18. 66 
VCS CORIO en ee i etl Ste dee ee 18. 98 
oeel-serrien earriei.... d1..ddl sd iaconntenkdncngeenbamien come 30. 00 


The above rates apply to all domestic air carriers (excluding helicopter, terri- 
torial, and Alaska routes) certificated by the Civil Aeronautics Board for the 
transportation of mail by air, including 12 trunklines, 13 local service lines, and 
the 4 cargo carriers, Flying Tiger, Riddle, Slick, and AAXICO. 

The Cuarrman. If there are no further questions, you are excused, 
We certainly thank you for coming up and answering these questions, 
There may be some more, as we said a few moments ago. We need all 
the information we can get. 

Mr. Srans. We appreciate the interest, Senator, and will be glad to 
come back at any time. 

The CHairman. The next witness is Mr. Frank A. Daniels, presi- 
dent and general manager of Raleigh News and Observer. 

Mr. Danrets. Thank you, Senator. 
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STATEMENT OF FRANK A. DANIELS, PRESIDENT AND GENERAL 
MANAGER OF RALEIGH (N. C.) NEWS AND OBSERVER AND TIMES, 
AND CHAIRMAN OF ANPA POSTAL COMMITTEE 






Mr. Dantexs. Mr. Chairman, gentlemen of the committee, my name 

is Frank A. Daniels and I am president and general manager of 
Raleigh, N. C., News and Observer and Times. 

The Cuamman. Before you begin your testimony, I want to say 
I have been through your establishment. It is one of the most 
modern, up-to-date establishments of any newspaper office I know of 
anywhere and I have been through a great many of them. 

Mr. Dantes. Thank you very much, Senator. 

The ANPA is the national trade association of daily newspapers, 
having more than 800 members with 90 percent of the total United 
States daily newspaper circulation. 

When I appeared before your subcommittee, May 2, 1957, I stated 
that ANPA is in agreement with the principles and recommendations 
on postal ratemaking policy in the report of the citizens advisory 
council to the Senate Post Office and Civil Service Committee. 
ANPA’s attitude is summed up in one excerpt from the report, in a 
quote from an address of President Eisenhower to Congress, January 
11,1955. The President stated that expenditures for general welfare 
services and for services performed by the Post Office Department for 
the Government— 
should be identified and met by general appropriations. The cost of such serv- 
ices should not be borne by the users of the mails. 

I emphasize that daily newspapers want to pay what it costs to 
handle their second-class mail, but not costs that belong elsewhere. 

The ANPA has no desire to delay or interfere with the considera- 
tion of second-class postal rate legislation by the Congress at any 
time. We do suggest, however, that Congress obtain all the facts 
and then take action in the light of those facts. 

Since my appearance before your subcommittee the House of Repre- 
sentatives on August 13 passed bill H. R. 5836 to increase postal 
rates, including second class, by about $462 million annually, effective 
October 1. 

Second-class rates would be increased in 4 annual installments of 
15 percent each. These increases are on top of 30 percent increase 
effective in 3 successive 10 percent raises April 1, 1952, April 1, 1953, 
and April 1, 1954. 

Exempted from the increase would be any issue of a newspaper 
with a press run of 5,000 copies or less, and publications for within- 
county distribution. Second-class rate increases also would not apply 
to publications of nonprofit religious, educational, scientific, labor, or 
fraternal organizations. 

The discrimination in this, the obvious unfairness, is that one 
publication should pay one rate, and a competing publication still 
another. 

The ANPA also has fundamental objections to the additions of 
more exemptions in postal-rate legislation. It believes this will play 
into the hands of those who want to classify the press by law for 
penalties and preferment. We believe government should not classify 
the press, but all segments should be treated alike. When an arbitrary 
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line is drawn at 5,000 press run, it can result in unfair discrimination 
in many communities. Furthermore, it places a penalty on growth. 
In that respect it is contrary to the basic principle of free and fair 
competition. 

The House also approved an amendment by Representative Rhodes 
of Pennsylvania which would put a $100,000 limit on the so-called 
mail subsidy the Post Office Department could provide any individual 
newspaper or magazine having second-class mailing privileges. 

Under the Rhodes amendment, determination of second-class cost 
would be based on total cost ascertainment figures which in 1956 
showed a loss of $269 million. The Rhodes amendment excludes— 
present exemption on newspapers or periodicals such as religious, educational, 
and fraternal organizations, which are now exempt. 

What the Rhodes amendment means, in effect, is that if a newspaper 
or magazine shows a cost ascertainment system loss to the Post Office 
Department of more than $100,000 in any fiscal year, its postal rates 
would be arbitrarily increased by the Postmaster General, but the 
bill does not soul the formula under which the rate would be 
increased. We believe this provision would be unworkable and 
impossible to administer. Furthermore, it leaves open the exact 
amount by which second-class rates of some publications would be 
increased. 

Such evidence has been presented from time to time that the cost 
ascertainment system was never intended to produce figures on postal 
costs and revenues of individual publications and that it cannot pro- 
duce accurate figures as to individual publications because it is based 
on statistical sampling and for other accounting reasons. 

ANPA does not believe the Congress ought to recognize in legisla- 
tion the unfair and untrue charge that publications carried as second- 
class mail get a subsidy without following through with further study 
on the recommendations of the citizens advisory council report to 
your committee. ANPA believes that only through determination 
of sound postal ratemaking policy can a solution be found to the 
longstanding problem and controversy over proper levels of postal 
rates, 

The American Newspaper Publishers Association has never accepted 
the Post Office Department cost ascertainment report as a fair and 
realistic picture of the cost of handling second-class mail. 

Excerpts from the Post Office Department’s cost ascertainment re- 
port for the fiscal year 1956 charge daily newspapers with $65,996,414 
deficit of revenues under “costs.” All second-class mail is charged 
with a deficit of $269,210,078. 

For the first time the Post Office Department in that report recog- 
nizes in some of its tables existence of “intangible factors” in alloca- 
tions of costs to various classes of mail. Although second-class mail 
is charged with a total deficit of $269,210,078, one table reallocates 
exactly 50 percent of “costs” for “intangible factors,” leaving net de- 
ficiencies in revenues from second-class mail of $101,659,647. The 
Post Office Department officials have testified that this figure repre- 
sents an amount which should be recovered from second-class postage. 
Total second-class-mail revenues in fiscal 1956 were $65,890,784. © 

Second-class mail in that report is charged with $59,933,070 as its 
share of cost of rural carriers and transportation. This is more than 
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is allocated to any other class of mail except first class, which is allo- 
cated $64,676,378. 

Rural free delivery is as important as any service rendered by the 
Government to citizens. Its very name indicates that it was started 
by the Congress as a free service to the people. There is no evidence 
that Congress ever intended that it should take in as much money 
as it pays out. Yet the costs of rural free delivery service are allo- 
cated under the cost ascertainment system to the users of the mails 
and go far toward producing the so-called cost figures which result 
in the unfair charge of subsidy. 

Allocation of deficit of $65,996,414 to daily newspapers represents 
an increase of more than $5 million over the total deficit allocated to 
daily newspapers for the fiscal year 1955—in the face of statement by 
the Post Office Department that total weight of daily newspapers 

carried in second-class mail decreased 1.3 percent in 1956 under 1955 
The law of diminishing returns is operating. Increases in second- 
class rates while the service deteriorates drive more and more daily 
newspapers into other forms of delivery to subscribers. Meanwhile, 
the cost ascertainment reports charge an everincreasing deficit to daily 
newspapers. 

Under second-class-mail regulations, the newspapers are doing an 
awful lot of the post office’s work. In our case, the Raleigh News & 
Observer and Raleigh Times send by second-class mail approximately 
32,500 copies each day. Of this 32,500, about 26,000 are for delivery 
on R. F. D. routes. Also, of this 32,500 papers, 80 percent of them 
are delivered by us, and at our expense, to the post office of final 
delivery, properly dispatched at no cost to the Post Office Department. 
We cannot understand how the Post Office Department can fail to 
make a profit on our papers when we do all the post oflice’s work 
except deliver them to the people from the post office of final delivery. 

Publishers are not opposed to postal rates which are based on sound 
porta policy, but their rates proposed in the bill, H. R. 5836, are not 

ased on sound policy. They are arbitrary and discriminatory. 
Publishers ask that the actual cost of second-class mail handling be 
accurately ascertained, so they may be charged no more and no less 
than is equitable. 

The Cuatrman. Senator Carlson, did you want to comment ? 

Senator Cartson. I just want to say it is a pleasure to have you 
with us. Weare always glad to have you. 

Mr. Danrets. Thank you. I am afraid I have been coming up too 
much. 

The Cuatrman. Are there any questions? 

Senator CrarKk. May I ask a couple of questions, Mr. Chairman? 

The Cuarrman. Proceed. 

Senator CuarKk. Mr. Daniels, do you think it is possible to de- 
termine accurately and fairly under a properly set up cost-ascertain- 
ment system whether second-class mail is being carried at a profit or 
not ? 

Mr. Dantets. I am not a cost accountant, sir, but I see no reason 
why it could not, under a proper cost-accounting basis. 

Senator Cuark. Your complaint is the Post Office is not using 
proper basis ? 

Mr. Dantets. Yes, sir; I think it is antiquated. I do not think it 
was ever intended to be used for what it is being used for, and I think 
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it is just some figures that are put together on pieces and weights and 
divided out. 

Senator CrarKk. But you think it could be done? 

Mr. Daniets. Yes, sir. 

Senator Ciark. Now, assuming it could be done, what would then 
be your objection to the Rhodes amendment ? 

Mr. Daniets. To the Rhodes amendment ? 

Senator Ciark. Assuming you got a fair cost-ascertainment sys- 
tem. 

Mr. Dantets. If you had a fair cost-ascertainment system, there 
would not be any need for the Rhodes amendment on newspapers 
and, I assume, magazines. If they knew what it was costing the 
Government to handle the mail, they would pay it. 

Senator Crark. They could not pay it unless Congress passed an 
act requiring them to pay it. 

Mr. Dantets. I mean there would be no objection if the rates were 
based on figures we believe to be true and sound. 

Senator Crark. In other words, your testimony is, Mr. Daniels, 
that you are quite prepared to see all second-class mail pay its share 
of the cost? 

Mr. Dantes. Of the cost, but not of all these other farflung things. 

Senator Cxiark. So your real quarrel is with the cost-ascertainment 
system ¢ 

Mr. Dantets. Yes. 

Senator Ciark. And you are content to pay your share of the 
freight? 

Mr. Dantets. Yes, sir. 

Senator Ciark. I assume you agree that Life, Time, and Fortune 
magazines should pay their share, too? 

Mr. Dantets. I am in the newspaper business. 

Senator Ciark. At least you enter no disclaimer on behalf of them ? 

Mr. Daniets. No, sir. 

Senator Crark. Thank you. 

The CuatrmMan. You would say then that the new cost ascertain- 
ment, in which 50 percent would be deducted, would be certainly a 
step in the right direction ¢ 

Mr. Daniets. Absolutely; yes, sir. 

Senator Neuprrcer. [ am very pleased to see you here. You come 
from such a distinguished family and operate such an eminent news- 
paper. 

Mr. Dantevs. Thank you, sir. 

Senator Neupercer. 1 met your brother and your eminent father. 

I would like to ask this question: Recently the Reader’s Digest pub- 
lished an article, if I am not mistaken the lead article in their maga- 
zine, claiming how much more efficient and effective the Post Office 
Department would be if it were operated by free enterprise. Do you 
believe that if the Post Office were operated by a profit corporation, 
the rates paid by magazines and newspapers would be more or less 
than they are at the present time ? 

Mr. Daniets. Well, I am an admirer of the Post Office Department, 
sir. I think the Post Office Department does a good job. 

They have a great many limitations. I don’t think that a private 
corporation, if they gave the services that are given by the Post Office 
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Department, could render any more efficient service. I am a great 
believer in political government, sir. And I think that I am willing 
to pay for political government because it is the best form of govern- 
ment I have ever heard of, and there will be a little bit of waste in 
political government. 

But I think the people of the United States are willing to pay for 
it rather than have a thing as big and important as a post office on a 
strictly business basis. 

The Cuarrman. And you do believe then that the Post Office has 
a public service to render, as a Government service, that a private cor- 
poration or individual would not and should not be called upon to 
render ? 

Mr. Dantets. I see no reason to call on a private corporation to 
render the service that the Post Office Department is called on to 
render. 

Senator Crark. In that connection, following up what Senator Neu- 
berger just said, I know it is on page 5 of your statement, the sentence 
“Increases in second-class rates, while the service deteriorates, drive 
more and more daily newspapers into other forms of delivery to sub- 
scribers”; is that a bad thing or is that a good thing? 

Mr. Danrets. Well, what deterioration of service we are referring 
to, sir, is not a deterioration in delivery. It is in the waste that the 
Post Office has to handle the transportation. Newspapers are inter- 
ested in the mail outside of the metropolitan area: The New York 
Times, Wall Street Journal, and a few of those. Most newspapers 
are interested in the mail to serve the people that they cannot get to 
any other way. Newspapers prefer, particularly a morning paper, 
to have it at the subscriber’s home before breakfast. It is impossible 
for the Post Office to do that. Newspapers do not expect them to, so 
we prefer our own delivery if it is economically possible to have it. 

Senator Crark. That is the purport of my question. It is really a 
pretty good thing, from your point of view, not to send these things 
through the mails if it is going to go to a point where you can do 
it cheaper ? 

Mr. Dantes. In your part of the country and rural South, there is 
no way to serve the people except by the use of the R. F. D. route. 

The CuarrMan. It would be almost prohibitive if you had a man 
deliver the paper out over a route. 

Mr. Dantets. It is impossible to deliver a paper unless you can have 
about five subscribers to the mile. 

The Cuarrman. And the rural carriers are going to make the route 
anyway, and he can carry your paper as he goes. 

Senator Ciark. So this is an area in which you feel, and I think I 
agree with you, the Government ought to render the service and not 
private industry ? 

Mr. Dantets. Yes. 

Senator Cuiark. In this regard, you are not in favor of turning this 
business back to free-enterprise capitalistic system. You want to 
handle it on a quasi-socialistic basis. I agree with you. 

Mr. Dantets. As I remember my history, the way they handled the 
Post Office Department is pretty miserable. 

Senator Neusercer. The only way it strikes me about articles under 
private enterprise is this. If it were under private enterprise, men 
delivering mail would not work for coolie wages like they do at the 
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present time. They would be able to strike and go on the picket line 
and have a union that would have the latitude which other unions have 
and they would be able to feed their families something besides ham- 
burger and macaroni. 

The Cuarrman. That would be another way to stop the news from 
getting to the people. If that were to happen, the United States 
would be in a bad way. 

Mr. Danrezs. Senator, may I file with the committee for the record, 
a statement made by Mr. E. P. Schwartz, director of circulation of 
the Des Moines Register and Tribune before the House committee. 

The Carman. We will be glad to have it. It will be put in the 
record at the conclusion of your testimony. 

Mr. Dantets. May I introduce Mr. Smith of the ANPA who is 
here with me. 

Senator Yarsoroucnu. Mr. Daniels, I want to say that I congrat- 
ulate you on your statement in defense of the American form of 
government as we know it today. 

Senator NevBercer. I congratulate you, too, on the fine representa- 
tive your State has on our committee. 

The Cuaiman. We certainly thank you for coming. 

Mr. Danters. When I came in this morning, I said to the guard, 
“Number of Senator Scott’s office, please?” and the guard. said, 
“Karr?” I said, “You better not tell him that or you will be fired 
as guard.” [Laughter. | 

Senator Scorr. I would be in favor of that. 

I would like to say for the record here that I enjoy getting that 
paper. That is the first paper I read, but I do not think he brought 
our office a fresh copy this morning, did you? 

Mr. Danters. I came by rail, sir, and my train left before press 
time. 

Senator Nevpeercer. Is it delivered promptly? Is the paper de- 
livered promptly ¢ 

Senator Scorr. Yes. 

Senator Neupercer. Does it get red-tag treatment ? 

Senator Scorr. I do not know whether it gets red-tag treatment but 
it comes out on the route. 

Mr. Dantes. We give our red-tag treatment by hauling to our 
post office on our truck. 

Senator Scorr. I enjoy reading the paper for every once in a 
while they rake me over the coals, and I like to see what they are 

saying about me because, ordinarily, they have always been my friend. 
Once in a while though, one of the members of Daniels’ family, not 
Frank said they had to take me over the coals to show the people they 
were not biased in my favor. 

I generally consider them my friends but they treat me rough’ 
occasionally but that is all right. 

The Cusman. I know what you are talking about. [Laughter. | 

Senator Neupercer. We will have those issues excluded from the 
mails. 

(The statement referred to is as follows :) 

STATEMENT OF E, P. SCHWARTZ, DIRECTOR OF CIRCULATION, THE Des MOINES 

REGISTER AND TRIBUNE 


My name is E. P. Schwartz. I live in Des Moines, Iowa. I am circulation 
director of the Des Moines Register and Tribune. They have a daily-mail cir- 





180 POSTAL RATES 


culation of 83,866 of which 72,871 or 86.9 percent is R. F. D. I have been engaged 
in newspaper circulation work 47 years, the last 44 with the Register and Tribune. 
For the first 33 of those 44 years, I was mail-subscription manager. 

In addition to representing our newspapers, I also appear for the Iowa Daily 
Press Association, which includes 38 of the 41 daily newspapers in the State. 

I also represent the International Circulation Managers Association, of which 
I am past president and member of its postal committee. This association has 
approximately 1,000 members representing daily newspapers which range in 
size from 5,000 circulation to those in the largest cities of the country. 

In the fall of 1953 I was a member of the transportation subcouncil of the 
Senate Advisory Council. 

Today I hope to show you the drastic effect of postal increases in actually 
reducing potential postal revenues and also causing substantial daily newspaper 
circulation losses. 

I hope to point out the implications attendant with the proposed postal in- 
creases, both as to the postal department and the newspaper publishers. 

I hope to persuade you that the increases proposed are not equitable. 

On March 21, 1949, I appeared before the House Post Office Committee repre- 
senting the Inland Daily Press Association. 

At that time, among other things, I listed 131 newspapers, from all over the 
United States, having less than 100,000 circulation each. Of their total circula- 
tion of 3,429,688, mail circulation was 1,126,539, or 32.9 percent. I then stated 
that in my opinion anything affecting volume or postage rate on their mail circu- 
lation was important to thesé newspapers. This was, and still is, true of all 
newspapers with mail circulation. 

I went on, at that 1949 committee appearance, to predict that increased sec- 
ond class postal rates would reduce potential postal revenues, from daily news- 
papers by driving their circulation out of the mail service. 

What took place? 

Second-class rates were increased 30 percent beginning in 1952. And news- 
paper mail circulation has shown a very large decrease. 

Let me demonstrate. 

The following table shows what has happened to our total daily mail cir- 
culation since 1945. Alongside we show subscription prices in effect, our total 
annual second-class postage bill for each year, and the first and second zone post- 
age rates in effect. 


Des Moines Register and Tribune mail circulation, 1945 to 1956 





Average | 1st and 2d 
Daily mail annual mail Total annual | zone 2d-class 
circulation subscription 2d-class postage rate 
postage | (cents per 
pound) 


122, 493 | $8 $141, 275 | 
121, 932 | $9.5 170, 123 
116, 746 | $9.50____- 174, 898 
110, 511 | $11.50__- 180, 310 
107, 318 50... 176, 160 | 
104, 670 50__- 183, 747 
104, 105 | $11.50__- 180, 527 | 
103, 150 | $11. 194, 564 | 
100, 932 206, 503 | 


ped feed pet fet fet pt ft pt 
> en cn on on Gt 





94, 255 lo__. 213, 075 
89, 097 ; 219, 338 
82,863 |____- 214, 212 


Ra iicncnsnngimee ali cicticenieleeeectes —39, 630 | 11-year in- 72, 937 
crease. | | 
Percent loss_-_- ese ike Percent gain__!| 





Above figures show that while mail circulation declined 32.3 percent, second- 
class postage costs increased 51.6 percent. 

If our mail circulation had been maintained at the 1945 peak level, our 
total postage bill, at the present second-class postage rates, would have been 
$316,082, or 47.5 percent larger for the year 1956. The difference of $101,820 
represents annual second-class revenue lost because of reduction in volume of 
mail circulation on our newspapers alone. 
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Following is a list of 12 Iowa daily newspapers having the largest daily mail 
circulations in our State. Note that 9 of them show an average of 16 percent 
mail circulation loss in the last 8 years. 


8-year record of daily mail circulation for 12 Iowa daily newspapers 


Total mail circulation 
Percent gain 

| | Gain orloss | or loss 

September | September | 
1948 1955 | 


5, 232 | —479 | 
13, 180 494 


Burlington Hawkeye 
Cedar Rapids Gazette 
Clinton Herald-. 4, 090 —718 
Council Bluffs Nonpareil ee ae nae f 5, 020 —125 
Davenport Democrat & Times-.............-.-. . 5, 693 —2, 048 | 
Dubuque Telegraph Herald................--- , 346 15, 536 —4, 810 | 
Fort Dodge Messenger- -- 5, 983 6, 9A7 | 984 
Marshalltown Times-Republican 5, 00 4, 760 | — 242 | 
Mason City Globe-Gazette , 052 10,771 | 719 
Ottumwa Courier. § 3, 378 —1, 562 | 
Sioux City Journal-Tribune_..._..-..--_------- 38, 31, 731 —7, 046 
Waterloo Courier_____- 8, 456 17, 517 |} —942 | 


a 
oie bon 


Oates artes ee AS “110, 929 92, 957 —17, 972 
3 dailies with gains.__ 28, 721 30, 918 | 2, 197 


Total for 12 dailies_........-------.------ 139, 650 123,875| —15,775 | 


Below is a list of 13 leading, large city, Midwest newspapers. All of them show 
substantial mail circulation losses in recent years, ranging from 13 percent to 
62 percent, for an average loss of 25 percent for the group: 


Mail circulations of 13 leading Midwest daily ne mnrnree rs 


Total mail circulation | | 
= | Pereent gain 
Gain or loss or loss 
September September 
1948 1956 


Chicago Tribune 88, 853 70, 923 
Chicago American - Cth Diwkba dda dete d , 063 | 14, 640 
Chicago News......----- <sivcniiaals =e , 584 4, 946 
Chicago Sun-Times , 825 7, 120 
Omaha World-Herald 57, 935 | 47, 257 
St. Paul Dispateh____- j 22, 743 | 14, 454 


—17, 930 
—3, 423 

—3, 638 
—11, 705 
— 10, 678 
—8, 289 


Milwaukee Sentinel ae 26, 184 | 17, 745 
St. Louis Post-Dispatch and Star-__- 3, 293 20, 285 
St. Louis Globe-Democrat_._._. earbuds oii 34, 672 28, 781 
Kansas City Star-Times aaalinat 21, 154 | 15, 150 
St. Joseph News__---- ste 10. 352 7, 651 
Sioux Falls Argus 27, 262 23, 192 


—8, 439 

—3, 008 
—5, 891 
—6, 004 
—2, 701 
—4, 070 


‘417, 719 314, 867 —102, 852 


| 
| 
| 
pr eeereerrey re 
| 
' 
Minneapolis Star-Tribune 59, 799 42, 723 —17, 076 


From these examples, it is evident that there has been a substantial loss of daily 
newspaper mail circulation since the last 30-percent second-class postage increase. 

In my opinion, it will be difficult to maintain mail circulation at present postal 
rates. Any further increase in second-class rates inevitably will accelerate the 
decline in mail circulations. 

As long as the Post Office Department has personnel and facilities for handling 
all classes of mail, it would be far better to encourage the development of more 
second-class mail volume from daily newspapers at reasonable rates. The re- 
sultant revenue would help cover fixed costs that are not likely to be reduced if 
second-class hewspaper mail volume continues to decline. 

Last Tuesday, Deputy Postmaster General Stans presented several charts refer- 
ring to publishers’ second-class mail. 

Chart 12 showed the increasing spread between revenue and cost per piece. 
Note that most of the increase occurred from 1945 to 1956, the period to which 
I have been referring. 
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Without getting into a debate about the cost-ascertainment methods of the De- 
partment concerning which there is some disagreement, let me show how rate per 
piece is affected by volume, not entirely by rate. 

We have a contractor who hauls 9,124 copies of our morning paper by truck 
from Des Moines to Ottumwa. The cost per trip is $24.60. The transportation 
cost per 100 pounds is 27 cents. 

If the volume on the truck is cut in half, the cost per trip would be reduced 
somewhat, but the cost per 100 pounds would go up to 46 cents. 

If the volume is doubled, the cost per trip would be increased, but the cost 
per 100 pounds would go down to 16 cents. 

Applying this example to the post-office problem may explain the reason that 
chart 12 shows a widening spread per piece between revenue and costs. With 
fewer pieces of daily newspaper mail circulation being handled by the Post Office 
Department in the future, combined with continued increasing costs, the spread 
is bound to widen. 

Mr. Stans’ chart 13 shows a breakdown of second-class costs for fiscal 1956. 

Some of these costs should not be charged to daily newspapers. 

For example, chart 13 shows that $79.4 million represents the cost of city mail 
carrier service chargeable to second-class mail. 

Local daily newspapers make very little use of the city mail carrier service for 
delivery of their newspapers. 

For example, there are 12 Iowa cities over 25,000 population. Yet we have only 
403 city mail carrier deliveries in all 12 cities combined. We have only two copies 
in the entire city of Des Moines, and they are free-service copies for the postmaster 
and the weather bureau, neither of which I believe are delivered by mail carriers. 

In all Iowa towns having city mail carriers, we average 5 to 10 city mail carrier 
delivered copies. 

Based on my knowledge of United States daily newspaper distribution, I believe 
this is typical all over the country. Therefore, much of that $79.4 million should 
not be charged against newspapers for city carrier delivery service. 

Chart 13 also shows $23.1 million for facilities, supplies, and general adminis- 
tration, and $77.3 million for post-office salaries. 

Again, considering the practices followed by most daily newspapers, that charge 
is questionable. Let me use our own case as an example. 

All of the mail circulation on our morning daily paper is dispatched in 1,401 
mail sacks. 

There are 1,260 direct sacks. Of those, 1,145 are delivered by us direct to trains, 
highway post offices, or post offices of destination. The main service rendered 
by the Postal Department is partial transportation—and then local distribution 
by rural mail carriers, one of whom opens the sack or sacks for his office and 
gives the proper bundles to each carrier. 

One hundred and fifteen other direct sacks delivered to the Des Moines post 
office for dispatch on HPO’s or star routes which depart after our distribution is 
completed. These are sent to the post office at their request and convenience. 
They require minimum handling, just loading. 

One hundred and forty-one other sacks are working mail sacks. One hundred 
and four of them are delivered direct to HPO’s, trains, or star routes. Thirty- 
seven working sacks go to the Des Moines post office. These are primarily out- 
of-State copies. 

So, out of a total of 1,401 sacks, only 10.7 percent are handled by local post office 
employees or use the facilities of the local post office. Eighty-nine and three-tenths 
percent do not go through the Des Moines post office at all. 

Again, based on my knowledge of United States daily newspaper circulation 
distribution, I believe this to be typical over the country. An investigation by 
your committee would, I believe, demonstrate that only a very small portion of 
these facilities, administration, and related costs should be charged to second- 
class newspaper distribution. 

Chart 13 shows $55.7 million charged to second class for transportation. 

At the present time, 32.3 percent of all our Morning Register mail circulation 
is delivered by contract trucks at our expense. 

This service, made necessary because postal transportation is not available 
to get our papers to destination on time, cost us $33,140 in 1956. 

This necessary extra service cost us $1.56 per annual subscription. That is in 
addition to the full postal rate, even though we do everything but distribute the 
papers over the rural mail route. This is the general practice of most dailes 
with mail circulation. 
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For example: 

The Waterloo (Iowa) Courier transports 22 percent of its mail circula- 
tion at its own expense. 

The Dubuque (Iowa) Telegraph-Herald transports 12 percent. 

The Davenport (Iowa) Democrat and Times transports 70 percent. 

The Sioux City (lowa) Journal and Tribune transports 80 percent. 

Hence, we question whether all those $55.7 million should be chargeable to 
daily newspaper second-class mail transportation costs. 

Chart 13 also shows $58.7 million as cost of rural mail service. The rural free 
delivery service was established by the Congress more than 50 years ago to bring 
daily mail and information to farm homes. I started in the newspaper business 
shortly after that time. 

When rural free delivery service was established, newspapers were encouraged 
to make use of it. They did so by offering subscriptions at extremely low rates— 
some as low as $1 and $2 per year. It was this early policy of making use of the 
rural mail facilities, after they were established, that no doubt set the precedent 
of giving farmers low mail rates. The newspaper business still suffers from 
it today. 

If Fa daily newspapers were taken out of the mails tomorrow, how much of 
the $58.7 million charged to second-class costs for rural free delivery service 
w ould be reduced or eliminated ? 

And if they were taken out of the mails, wouldn't that $58.7 million have to be 
charged elsewhere? And wouldn’t the spread between second-class costs and 
revenues per piece on chart 12 be wider still? 

Daily newspapers circulating through the mails should be welcomed by the 
Post Office Department as a source of good revenue at minimum cost of handling. 

Newspapers require very little service from their local post office. 

Newspapers require no weighing. 

Newspapers require a very minimum of sorting, even at destination. 

Newspapers require very little handling at the home post office or even 
en route. 

Newspapers are delivered primarily in local zones 1 and 2. 

Newspaper publishers believe that the proposed increases in second-class rates 
are out of line with actual costs involved—and also out of line with proposed 
first-class postal rates. 

It is well known that first class is the real revenue producer for the postal 
service. All postal service is geared to handling first-class mail, with first-class 
service. 

First class has been 3 cents for 25 years. Yet it is proposed to increase it only 
3314 percent. 

From 1934 to 1952—during 18 years while first class was 3 cents—second class 
was 1 cents per pound. During all those years, the Congress felt that 3 cents 
first class and 1% cents second class was a fair relationship between them 

Then in 1952, 1953, and 1954, second class was raised to 1.95 cents, which was 
an increase of 30 percent. Now it is proposed to add 60 percent on top of the 30 
percent. This actually means an increase of 78 percent over the old 114-cent 
rate, or a tetal increase of 108 percent since 1952. 

Following is a table of the effect of postal rate increases per annual subscrip- 
tion of the Des Moines Daily Register (based on supplying each subscriber with 
100.2 pounds of newspapers during 1956 of which 55 percent was reading matter 
and 45 percent advertising). 


| At1951 | At1957 |Atproposed| Increased 
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Total increased costs for 5 Iowa daily newspapers under the proposed rates 


ce piaiesinapnnn neice edge D aiairainiabba ites $22, 500 
oun SEW aster a Dn eke ctigm een and 33, 800 
Dubuque’ etepraphsMerald. |... ee ene _.. 18,000 
Davenport Democrat and Times___..--.---.-_...--------.----------- 11, 385 
Dew Moines Revister and Tridune... =... ~~~ ----- 126, 000 


In view of these foregoing facts, newspaper publishers believe that neither 
economics nor the historically accepted relationship between these rates can jus- 
tify increasing first-class rates only 33144 percent and second-class rates by as 
much as 108 percent. It will increase the cost of newspaper distribution dispro- 
portionately. It will inevitably further reduce daily newspaper mail circulation. 

Congress itself has established our national policy that every man should be 
well informed. In pursuance of that policy, among other things, it sponsored 
mail distribution of newspapers at low cost—and newspapers have cooperated 
with the Congress in seeking to keep mail circulation a viable part of our Na- 
tion’s source of information. 

My newspaper firmly believes in this policy. 

Dr. Henry Harmon, president of Drake University, has said: “Your newspaper 
is a daily chapter in the textbook of the people’s school.” 

We desire to make newspaper service available to every possible person in the 
State of Iowa, no matter where he lives. We are greatly concerned with the 
need to keep the cost of that service within the reach of all families of all income 
levels. 

We urge care and caution in any second-class postal rate increases so that 
newspapers can continue to serve rural and small-town subscribers as well as 
other readers. 

The CHairman. Our next witness is Ralph Nicholson, president of 
the Southern Newspaper Publishers Association. 

Mr. Nicholson, we are glad to have you. Proceed and identify your- 
self for the record. 


STATEMENT OF RALPH NICHOLSON, PRESIDENT AND PUBLISHER 
OF DOTHAN (ALA.) EAGLE, AND CHAIRMAN OF POSTAL COM- 
MITTEE OF SOUTHERN NEWSPAPER PUBLISHERS ASSOCIATION 


Mr. Nicuotson. My name is Ralph Nicholson. I am president and 
publisher of the Dothan (Ala.) Eagle and chairman of the postal 
committee of the Southern Newspaper Publishers Association. The 
SNPA is a regional trade association of daily newspapers in 14 
Southern States, having 399 daily newspaper members with 11,- 

500,000 daily circulation, which is 95.3 percent of total daily circ ula- 
tion in the area. Many SNPA members are also members of the 
American Newspaper Publishers Association. 

Qur concept of fair second-class postal rates on daily newspapers is 
based on a belief in equal treatment of all and payment by newspa- 
pers of actual costs of handling our second-class mail, no more and 
no less. We have no objection to paying our own way if all other 
users of the mails do likewise and if the cost basis is truly the cost of 
collecting and delivering the mail, with all other costs of public wel- 
fare and public service separate from our costs. 

Your committee has been considering recommendations of your cit- 
izens advisory council, the first and most important of which is that 
the Congress should enact a modern postal policy as a basis for all 
necessary rate adjustments. The citizens advisory council said such 
a policy should enumerate and separate the costs to be borne by users 
of the mails from those to be met in the publis interest by appropria- 
tion. 
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If this is done, southern newspapers will heartily favor adjustment 
of second-class postal rates on daily newspapers to provide that the 
post office will receive in postage what it costs to collect and deliver 
such second-class mail. At the same time we want to see all other 
mail users charged on the same basis so that the Post Office Depart- 
ment will recover its true costs. 

We oppose any provision in any postal-rate legislation which picks 
out segments of the press or groups of mail users for penalities or 
preferment through higher or lower postal rates than other mail users 
in the same class. Discriminatory provisions of that type are in bill 
H. R. 5836 now before your committee. The provision that the in- 
creaesd rates will not apply to any newspaper with press run of 5,000 
copies or less will result in many towns in a situation where 1 news- 
paper is charged 1 rate of second-class postage and its competitor 
a different rate. 

To enact the provision that no publisher shall receive an annual sub- 
sidy or more than $100,000 as provided in the bill passed by the House 
would be to ignore the facts presented to this committee by its citizens 
advisory council because determination of the so-called subsidy would 
be based on the present cost ascertainment system without adjustment 
for many factors cited by your advisory council. 

Southern newspapers are ready, willing, and able to pay what it 
costs to handle their newspapers as second-class mail. They want 
that cost to be accurately determined and they want all users of the 
mails to be treated alike without discrimination. 

The CHarrman. So, you are opposed to this 5,000 limitation ? 

Mr. NicHoison. Yes, sir. 

The CHarrman. How many newspapers, would you say, would run 
around 5,000? Maybe just below 5,000 and just above. That would 
be some of them getting the cheaper rates and some of them having 
to pay the higher rates throughout the South? We have a good many 
newspapers just right on the borderline, is that not true? 

Mr. Nicnoison. A great many just under 5,000 with weeklies in 
the same town of publication. 

Mr. Brawtry. How many of these under 5,000 are members of 
your association ¢ 

Mr. NicHotson. Most of them. 

Mr. Brawtey. In other words, you are representing those here this 
morning, the very people that are benefited by this legislation, but you 
are opposing it, is that right? 

Mr. Nicuotson. When a person represents a wide variety of pub- 
lications, as exists in the South, among the SNPA members, it is a 
matter of deciding what is right and sound and best for the most, I 
suppose. 

You see, we have 95.3 percent of the daily circulation in the 14 
States represented in SNPA. 

Senator Monronery. Roughly, what percentage of the circulation 
of the smaller dailies enters the mail, 10 percent, 20 percent ? 

Mr. NicHotson. Mine is a smaller one, but not the smallest. We 
have approximately 24,000 circulation and 24 percent, I believe, of 
ours go through the mail. 

Senator MonroneEy. Well, what percent of that is county publica- 


tion? As I understand there is an exemption in this for a county 
publication. 
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Mr. Nicnotson. Yes. We have about, say, 5,500 rural free delivery 
in our immediate area, and about 400 far distant points. And of this, 
5,500 about 700 free delivered in the county of publication rural free 
delivery. 

Senator Monroney. Now do you advocate repealing the delivery in 
the county—free delivery in the county publication in this along 
with the 5,000 exemption / 

Mr. Nicnortson. I would not oppose the elimination of the free 
delivery in the county of publication. As a matter of fact, I only 
became aware of its existence fairly recently and this statement says 
in effect that we will be happy to pay the actual cost of the services 
rendered if all others do howe: so that if in the computation of 
that cost they eliminated the delivery we couldn’t properly oppose 
and they couldn’t eliminate it without charging for it but adding it 
elsewhere, if we paid for what we got. 

Senator Monroney. That is all I have. 

Senator Curark. Mr. Chairman? 

The Cuarrman. Senator Clark. 

Senator Crark. Mr. Chairman, I think Mr. Nicholson has been 
far too modest in giving us his background. I happen to know he 
is one of the most distinguished editors and publishers in the United 
States, the former owner and operator of the New Orleans Item, he 
had more experience in the North before he went South. I think all 
of our colleagues should know that they are talking to more than the 
present publisher of the Dothan, Ala., Eagle. 

I would like to ask Mr. Nicholson whether he would feel that if 
there were a fair cost-ascertainment system, fair according to your 
categories, there would be any objection to the Rhodes amendment ? 

Mr. NicHotson. I am not as familiar with that amendment as many 
here, but it seemed to me that it was to stop or put a limit on the 
umount of service that a publication got over and above what it was 
paying for. 

Senator Crark. Well, if I may interrupt for a moment. The idea 
was not to change the service but to increase the cost when the subsid- 
ization exceeded a hundred thousand dollars. To give you an ex- 
ample so we can talk to the same terms. There has been evidence that 
a number of these magazines, just to take two which are very different 
indeed, and I take them because they are very different, Confidential 
and the Reader’s Digest. They are being carried according to figures 
at a huge loss to the Government and it seemed only fair, at least it 
seemed to Congressman Rhodes, and I just say it seemed to me, that 
they should pay their share of the freight. If you attack the cost- 
ascertainment system, if their share of the freight is not being prop- 
erly computed I would agree that the Rhodes amendment might fall, 
if you get a fair cost-ascertainment system. 

It seems to me it is perfectly fair to make them pay their share of 
the freight. 

The only other way to handle that would be to change the classifi- 
cation of second-class mail so you had daily newspapers in one cate- 
gory and magazines like the Reader’s Digest and Confidential in 
another—Life, Time, and Fortune in another. I think all of these 
should pay their share of the freight. Perhaps the only way you 
can do it 1s give them a different classification than the daily news- 
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papers whose problems seem very different. I wonder if you would 
agree with me or not / 

“Mr. Nicnonson. I can go back to your first remarks on the Rhodes 
amendment. If the cost were accurately ascertained and all users 
paid it so the Government did not lose any money on rendering the 
service to “X” publication, then a hundred thousand dollars effort 
wouldn’t be necessary, but it would render no harm because supposedly 
the situation would never arise. 

Senator Crark. And you might get a situation where, because of 
peculiar circumstances, one publication was getting a free ride? 

Mr. Nicnoison. Yes. 

Senator CLtark. Thatisall. Thank you. 

The Cuairman. Are there any other questions? 

Senator Neusercer. I would like to ask Mr. Brawley something if 
I may. 

Is the rate paid by second-class publications based on the percentage 
of advertising in the publication / 

Mr. Brawtey. Yes. That is spelled out in the bill itself. 

On page 3 of H. R. 5836 you get the chart at the bottom of the page, 
I think you have the bill right before you there, Senator. 

Senator Neusercer. I don’t have it. 

Yes, here it is. Senator Monroney had one. 

Mr. Brawtey. It is on page 3. The rates are separated into 2 
categories, a publication having not more than 5 percent of its space 
devoted to advertisements, and that portion of other publications 
devoted to matter other than advertisements; and advertising portion 
of the publication having more than 5 percent of its space devoted to 
advertisements divided into 8 zones. 

Senator Neusercer. Would it be possbile, this is the thing I have 
often wondered, this 5 percent is a very arbitrary dividing line at a 

very low realm, would it be possible to have a rate that was based 
directly from month to month or year to year on the percentage of a 
publications content which was devoted to advertising? I wonder 
what Mr. Nicholson thinks of that and I would like to ask the staff if 
such a proposal is feasible. 

It just seems to me that if the general public is going to in anyway 
underwrite the distribution of a “publication, be it a newspaper or a 
brochure or a magazine or whatever it is, I think there is a legitimate 
reason if it is editorial content but none at all of it is advertising 
content. 

I just wonder if it isn’t possible to have a rate based more on 
advertising content rather than this 5 percent arbitrary dividing line 
which isa pretty low sphere for it. I just wondered what you thought 
of that, Mr. Nicholson, and whether Mr. Brawley, with his knowledge 
of this situation technically, felt such a proposal is at all feasible or not. 

Mr. Nicnorson. Well, L have no criticism with the present practice, 
not that I get any special benefit out of it, because the difference is 
slight. But, I see no reason for the postal department nor the Gov- 
ernment otherwise to try to put a penalty there one way or the other. 
I think the preference of the people and the service rendered by 
publications that are paid for, and the competition, will largely deter- 
mine or nearly so, the percent of advertising in the public: ition or at 
any rate in the positive manner, the adequate volume of news to justify 
their continued paying for it. 
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Now, is that too long winded ? 

Senator Neusercer. Well, my whole feeling has been, since I have 
sat in these hearings, a great social question is involved here. You 
publish a newspaper. So far as your news is concerned, I’m sure, 
particularly judging from what Senator Clark has said about you, 
that you try to make your news as honest and reliable as you can 
make it. I think that much of advertising in this country is exag- 
gerated, misleading, trying to sell people a lot of things they don’t 
need, in many areas highly dubious. I am very much opposed to the 
American Government underwriting the distribution of advertising. 
I am not opposed to the American Government assisting to some de- 
gree in the distribution of informative, editorial opinion material 
whether I agree or disagree with it, but I have just wondered ever 
since these began if there wasn’t some way to really—this 5-percent 
figure really means very little, it just means that a publication that 
has very little advertising has a certain preference, but aside from 
that it makes no distinction at all to the vast quantity of advertising 
that some publications carry. 

Mr. Brawiey. You will notice there, Senator, that the rates for 
both categories in the first and second zones are exactly the same; 
the rates are only increased as the distance increases. 

Senator Neupsercer. That is right, and not substantial difference 
either, with this very low 5-percent differential. 

I have just wondered from the beginning of these hearings and from 
the time this situation and controversy first arose, if it wasn’t possible 
to have a cost ascertainment based on the proportion of advertising 
the publications carry from year to year. , 

Senator Monroney. You do have that, do you not? As I under- 
stand your cost, the mailing—if you run 25 percent advertising, or 
if you run 50 percent advertising it goes up and then it gets to a 
point where it is not admissible as second-class mail if it reaches past 
a certain percentage. 

Senator Neusercer. That is what I want to find out. 

Senator Monroney. Over 75 percent is not admissible, is that 
correct ? 

Mr. Nicuorson. That is correct. 

Senator Monronery. Most of them are about 50 percent; is that not 
about the average you hit on the average daily ? 

Mr. Braw.ey. That is about the average, yes. 

Mr. Nicnotson. Yes. 

Senator Neusercer. Is there a substantial difference, Mr. Brawley, 
in rate where a publication has a vast amount of advertising com- 
pared with a low percentage of advertising ? 

Mr. Brawiey. There is a difference, yes. 

The Cuarrman. There is a difference. 

Senator Monroney. It is almost nothing on a 5 percent. 

Mr. Dantets. Each publication with each issue figures the percent- 
age of advertising and news content. On that figure the rates you 
have there, sir, are based on the percentage of advertising to news 
content. 

Senator Neupercer. Thank you very much. 

Senator Monrongey. You measure the pone and you take it to the 
post office when you drive that mail truck, don’t you, before you put 


the mail in you have got to show how much is advertising ? 
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Mr. Dantets. You have to send it every day, you have the money 
there and they trust you until the paper gets there. 

Senator Cartson. It is on poundage, too, is it not? 

Mr. Nicuorson. That is right. 

May I say to Senator Neuberger, I agree with you in your appraisal 
of a good deal of advertising now published in newspapers and maga- 
zines in the United States. But I think a penalty, a sharp penalty 
or higher rate on advertising content, is not the way to deal with that 
problem because advertising itself is of tremendous benefit, in my 
opinion, in maintaining our economic system. If you try to cross 
advertising out or make it too expensive you injure the good adver- 
tising which serves a useful purpose in your effort to punish the bad, 
and it is my opinion that eventually public opinion, assisted by Gov- 
ernment agencies, and vice versa, will exercise closer scrutiny and 
do more rejecting of the misleading whether it is in public utterance 
or in the public print. 

Senator Neusercer. I agree with you, I think, to this extent: I 
think that advertising serves much of a useful purpose, but I believe 
that advertising should pay its own way through the mails, whether 
it is second class or direct mail or whatever it is. I believe in that, 
and that that, much more than editorial content, should be required to 
pay its own way. 

Mr. Nicnoison. We are willing to pay the full cost. of delivery for 
the entire content if it is properly ascertained. 

The Cuairman. I think that is one thing that this committee should 
study and I hope each member of the committee will be thoroughly 
familiar with the law that is on the statute books in regard to the 
amount of advertising and what bracket they go into. We must be 
properly prepared when we go into executive session to write the bill. 

Senator CLark. Mr. Chairman, I would like to ask one more 
question. 

Wouldn’t you agree, Mr. Nicholson, that advertising is the lifeblood 
of the free press in America ? 

Mr. Nicuotson. Absolutely indispensable. 

Senator Monroney. And also you can’t build circulation without 
the department store and grocery store advertising, the housewives will 
not buy that particular paper and they look into it as much as they 
clo news. 

Mr. Nicnotson. Many efforts have been made to prove the contrary 
and each was unsuccessful. 

Senator NEUBERGER. I quite agree with everything that has been said. 
If the family of a post office clerk who is getting $3,800 a year has got 
to pay for his wife’s illness or the delivery of a child, then I don’t 
think the United States Government should underwrite the distribu- 
tion of advertising that he has got to carry on his back if he is a letter 
carrier, he has to sort if he is a mail clerk, that is all. 

Senator CLtark. Are you and I not in agreement that the pay of 
postal employees have nothing whatever to do with this bill? 

Senator Neusercer. I think regardless of what the deficit or the 
rates are they ought to get a living wage, which they are not now 
receiving. 

The CHarmrman. The rates have nothing to do with what an em- 
ployee should receive as a salary. 
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Are there any other questions ? 

Senator Yarroroven. Mr. Chairman, I have one other question I 
would like to ask Mr. Daniels if I may. 

In your statement, Mr. Daniels, on page 5, you pointed out that 
about 32,500 copies daily of your paper, the Raleigh News and Ob- 
server, went into the post office. About what is your daily circulation ? 

Mr. Danters. Just under 150,000. 

Senator Yarsorover. And about 80 percent of it you deliver your- 
self, your own system delivers it ? 

Mr. Dantets. Eighty percent of that goes into the mail. We deliver 
into the post office for 

Senator Yarsorover. Of your total circulation, about 80 percent 
never reaches the mail ? 

Mr. Dantets. Yes, sir. 

Senator Yarsorovcu. Something like 20 percent only reaches the 
mails? 

Mr. Dantets. Yes, sir. 

Senator Yarsorouen. That is all. 

The CuarrmMan,. The next witness is Mr.. Eugene Butler, president 
of the Progressive Farmer. 

Is Mr. Gordon with you or is he going to make a statement ? 

Mr. Butter. I am going to make the statement, Mr. Chairman, and 
he is going to help me out. 

The Cuatrman. Let Mr. Gordon sit with you. 

You may proceed, Mr. Butler. 





STATEMENT OF EUGENE BUTLER, PRESIDENT OF THE PROGRES- 
SIVE FARMER CO., DALLAS, TEX., RALEIGH, N. C., BIRMINGHAM, 
ALA., MEMPHIS, TENN.; ACCOMPANIED BY JOHN GORDON 


Mr. Burier. My name is Eugene Butler. I am president of the 
Progressive Farmer, and editor of its Texas edition, located in Dallas, 
Tex. The Progressive Farmer Co., which publishes the Progressive 
Farmer magazine, has this one publication and is engaged in no other 
business enterprise. 

Fentlemen, this is a copy of the Progressive Farmer. 

The Cuarrman. How do yousecure your subscriptions ? 

Mr. Butter. In several ways, Mr. Chairman. We have agents who 
travel the country, travel down the rural routes, and we also secure 
quite a lot of our subscriptions by direct mail solicitation. 

The Cuarrman. What is the price per year? 

Mr. Buruer. The present price of the Progressive Farmer is $1 for 
2 years. 

The Cuairman. Do you have a 3-year or 5-year subscription? 

Mr. Burirr. Yes, sir; that goes on with the 5-year price is $2 
and it scales on up in that way. In other words, with a longer-term 
subscription the cost per year is smaller. 

The Cuarrman. How much for 5 years? 

Mr. Butter. Two dollars. 

The Cuarrman. How much for 1 year? 

Mr. Buruer. Fifty cents for 1 year, and 2 years for a dollar. Yes, 
sir. 
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The CHairman. You found, then, in going around through the coun- 
try and selling your subscriptions it is a costly proposition and that 
is the reason you sell them for 5—— 

Mr. Burirr. Yes, sir; I am going to get to that in my statement, but 
that istrue. That is quite true. 

The Cuatrman. I am very close to that because I have had some 
members of my family that sold your subscriptions, and I know 
exactly how it is handled. But I wanted the committee to know. 

Mr. Burter. To better serve readers and advertisers, our magazine 
for a number of years has published five separate editions. With a 
circulation of 1,350,000, we reach the rural families of 16 Southern 
States. The publication is printed in the hub of our territory, Birm- 
ingham, Ala. However, in addition to our main office in Birmingham, 
we also maintain well-staffed editorial offices in Raleigh, N. C., Dallas, 
Tex., and Memphis, Tenn. The circulation map before you gives our 
circulation by editions, by States, and by counties. 

Surveys show that although we have 1,350,000 subser ibers, the 
Progressive Farmer is actually read by 4,480,000 persons living on 
farms and in towns under 2,500 population. In addition, we have 
about 500,000 readers in towns of 2,500 to 60,000. Of our farm and 
small-town readers, a recent survey revealed that of 16 large general 
consumer magazines, over 1 million read the Progressive Farmer 
exclusively. 

The Progressive Farmer is virtually 100 percent dependent on the 
mails for its delivery to subscribers. For that reason, we are vitally 
concerned in second-class postal rates, and are extremely vulnerable 
to the unreasonable rate increases in H. R. 5836. 

We have contracted with 1,850,000 subscribers to deliver the mag- 

azine every month for an average term of 3.2 years. It would, there- 
fore, be impossible for the Progressive Farmer to pass on increased 
postage costs to subscribers at an early date. And it is extremely 
doubtful that farm magazines can ever pass on increased postal costs 
to subscribers to any material extent. This is due to the fact that when 
you increase your subscription rate you almost automatically reduce the 
term or length of the su scription. For a great many years farmers 
have been accustomed to paying a dollar for a subscription to a farm 
magazine. It has not mattered a ar eat deal whether that dollar paid 
for a 1-year subscription or for 3 years, or for 5 years. If your rate 
is 2 years for a dollar, and you increase the rate by charging a dollar 
for 1 year, the average farmer will still want to pay a dollar for his 
subscription. The net result is that you shorten the term of the sub- 
scription without getting much more subscritpion income. And this in 
turn increases the number of subscriptions that must be obtained each 
year to maintain the guaranty to your advertisers. 

In one of the Postmaster General’s charts, he compares the domestic 
letter rate for a number of foreign countries with that of the United 
States. 

Gentlemen, this is the chart I refer to, it gives first letter rates for 
Germany, France, Belgium, and Norway and other countries. 

The Cuairman. What number is that chart ? 

Mr. Burier. No. 5 

The Cuarman. Chart No.5. Thank you. 

Mr. Burter. His chart shows that while our rate is 3 cents, the rate 
in 6 other counties ranges from 4 to 5.7 cents. He evidently presents 
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this comparison as evidence of an unwise postal policy. But I wonder 
if our comparatively low postal rates, not only for letters but for 
other classes of mail, haven’t been a vital factor in our mass-produc- 
tion economy. 

When I was in Western Europe a few years ago, nowhere did I find 
a farm magazine anywhere near American farm magazines in size, 
advertising volume or circulation. European farm magazines have 
limited circulation because their subscription rates are high compared 
to ours. And one vital reason for their high rates is the heavy cost 
that is charged by certain European post oflice departments for their 
distribution. As a consequence, subscription rates are high, and cir- 
culation is limited. Without circulation they are not able to get ad- 
vertising. And without advertising in any way comparable with the 
volume of advertising in this country, European nations have not de- 
veloped the mass production and consumption economy we enjoy in 
the United States. 

I realize that this is an oversimplification of the situation. There 
are certainly other reasons why European nations are so far behind 
us in the mass production and consumption of goods. 

The Cuarrman. So, according to your figures, the second class car- 
ried in the United States would be far in excess of any foreign 
country ? 

Mr. Butter. Yes, sir; that is my impression. 

The Cuarrman. Probably double if not more ? 

Mr. Bouter. I might say, Senator, I didn’t make any special study 
of that over there, but that was the impression that 1 got in te uking 
with people over there about farm magazines. 

The Cuatrrman. Thank you. Proceed. 

Mr. Butter. I firmly believe, however, that our wide distribution 
of information, and I would include both editorial information and 
advertising, through the printed word made possible at least in past 
by comparatively low postal rates, has played a significant part in the 
development of what might be called the American business system. 

I now wish to discuss the effect of H. R. 5836 on the Progressive 
Farmer. Even without the Rhodes amendment, H. R. 5836 would 
place an extremely heavy burden on our publication. It calls for 4 
annual 15-percent increases in second-class rates on both editorial and 
advertising matter. 

Progressive Farmer’s second-class postage bill for its last fiscal 
year was $380,000. If we assume we will have the same volume of 
mailings as in our last fiscal year, and the 4 annual increases called 
for in H. R. 5836 are put into effect, our second-class postal bill the 
first year after the increase would be $421,000. That compares with 
$380,000. It would climb the second year to $478,000; the third year, 
$533,000; and the fourth year, $587,000. 

If the rates proposed in H. ‘R. 5836 had been in effect during our 
last fiscal year, our company’s net profit after taxes would have been 
reduced from 3 cents to 1 cent per dollar of income. And the contri- 
butions by the company to its employee retirement plan would have 
been cut in half. We divide our profits after taxes almost equally 
between employees, stockholders, and company reserves. So in re- 
ducing our profit from 3 cents to 1 cent per dollar of income, the 
rate Increases in H. R. 5836 would not only reduce stockholder 
dividends but also employee benefits. 
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Now, let’s see what the effect on the Progressive Farmer would 
be with the Rhodes amendment included in H. R. 5836. I have 
figures here estimating full effect of H. R. 5836 on second-class mail- 
ing costs of the Progressive Farmer applied to its 12 monthly issues 
from August 1956 to July 1957, and we have a total estimated mini- 
mum mailing cost here of $1,008,000. And I might say that that is 
based on an average weight of a copy of the Progressive Farmer of 
three-fourths of a pound. And that 6 cents per copy cost is obtained 
from information, I believe, Mr. Gordon, from the Post Office Depart- 
ment. Is that where that came from ? 

Mr. Gorpon. From the cost ascertainment. 

Mr. Burtrer. That $1,008.000 would be the total cost under the 
amendment. 

From that cost the so-called subsidy under the Rhodes amendment 
we would be able to substract $100,000. And that would leave the 
total estimated minimum cost under the Rhodes amendment of 
$908,000. 

At present at least from August 1956 to July 1957, the Progressive 
Farmer paid $380,000. So that would leave an estimated minimum 
increase of second-class costs under H. R. 5836 over actual costs of 
$528,000. 

That is the estimated minimum percentage of increase over actual 
costs of 139 percent. 

I would like to add, Mr. Chairman, that if we had to pay $908,000 
second-class rates on the Progressive Farmer that would be $1 out 
of $7 of our gross income. Our gross income is around $614 million. 
That would mean just about $1 out of $7 that we would have to 
pay for the second-class mailing cost. 

Also, this estimated increase of $528,000 in second-class costs under 
the Rhodes amendment would cause the Progressive Farmer to oper- 
ate at a substantial loss. 

The Post Office Department cost-ascertainment study on which 
extra charges to publishers under the Rhodes amendment would be 
assessed makes no allowance for the public welfare items that are 
included in its cost of operation. The report of the Citizens Advisory 
Council to your committee estimates that these public welfare items 
total $392 million. If this estimate of the cost of its public welfare 
activities is correct, then under the Rhodes amendment the Post Office 
Department would charge all these costs to those of us who use the 
mails. 

Not only do we object to being forced to pay for public services 
that should properly be charged to the United States Treasury, but 
we also protest against being asked to buy a pig in a poke. It seems 
to us that is just what is proposed in the Rhodes amendment, because 
users of second-class mail would have no voice in determining the 
basis of ascertaining mailing costs. Moreover, these costs would 
undoubtedly be varied and perhaps increased from year to year and 
we could never be certain what they would be. 

The magazine-publishing business has a narrow margin of profit. 
It is also highly competitive. Some people are saying that any in- 
crease in postal rates can be passed on to advertisers. This just isn’t 
so. Farm publications are in competition with all mass communica- 
tion mediums. Even now they get only a small slice of the advertising 
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pie. Every increase in advertising rates makes it more difficult to 
compete with other classes of mediums. 

During the past 10 to 15 years, we have watched our margin of 
profit shrink from about 6 cents per dollar of net income after taxes to 
3 cents. We have been forced to increase our advertising rate several 
times during this period in order to keep pace with rapidly increas- 
ing costs of doing business. It has been our common experience that 
the first year after making a rate increase we do fairly well profitwise. 
But by the end of the second year expenses have eaten up the added in- 
come made available by the increased rates and we are about where 
we were before we made the increase. 

The Progressive Farmer is not opposed to some increase in second- 
class rates, if Congress feels it is necessary. We have the firm convic- 
tion that before any increase is made, Congress should establish a 
postal policy. In setting this policy it should decide what is the true 
value of the public services now being performed by the Post Office 
Department. To my way of thinking this must be done before in- 
telligent action can be taken on postal rates. 

If it is necessary to increase second-class postal rates, we believe 
that the increase in any 1 year should not exceed 10 percent. More- 
over, we think the total increase should be about 20 percent, and cer- 
tainly not over 30 percent. In our own business, when we have had 
to increase advertising rates, we haven’t exceeded 10 percent in any 
1 year. This would be a fair increase if an increase is necessary, and 
we believe publishers and advertisers could absorb such an increase. 
But they could not absorb the Rhodes amendment increase piled on 
top of 4 annual increases of 15 percent. Such an increase would be 
disastrous to the Progressive Farmer as well as to many other maga- 
zine publishers. 

Gentlemen, I wish to express my sincere appreciation for the cour- 
tesies extended to us, and if Mr. Gordon and I can do it, we will cer- 
tainly be pleased to answer any questions that you may have. 

The CHarrmMan. We certainly are glad to have you with us, Mr. 
Butler, and to have you give us this information concerning your 
Progressive Farmer for it is a different kind of a paper from the others. 
There are no two exactly alike, we realize that. I do, anyway, and I 
know the members of this committee do. That is what makes it such 
a complex question for us to decide. So, we are certainly glad to have 
you with us this morning. 

Senator Scorr. Mr. Chairman, I know the Progressive Farmer very 
well, I know it just like my Sunday school quarterly—a little bit 
better than I do my Sunday-school quarterly, I hate to say that, but 
it is right. 

Just like the News-Observer there at Raleigh, I know Dr. Poe and 
in my fight in the legislature against the rural telephones and the elec- 
tricity out in the country the Progressive Farmer just takes hold of 
that right along, and its talking about advertising, John Gordon here 
at one time came out to my farm and I was always glad to see him, 
but I didn’t know just what he had in mind then. But he is advertis- 
ing some kind of a collar pad, I was working about 17 horses and 
mules at that time and he put the ad in the paper that I was using 
them and he put my picture in it, too, and in getting that thing in the 
paper, I don’t know whether I ever told John about this or not. It 
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shows you what advertising will do. And Iam for advertising. But 
this went just a little bit too far. I had from Mike Monroney’s State 
there an Indian woman that said she had read the advertisement and 
she was using those collar pads on her teams and so on, and she won- 
dered if I was married. os aughter. | 

So, she told me, let me vases that she had 1 or 2 oil wells on her 
place and she was very much interested in that. 

Well, that helped me at home a little bit. [Laughter. ] 

I said to Miss Mary—that is my wife—that that had happened. So, 
sometimes it helped there and sometimes it didn’t. I couldn't tell how 
good it did, but it had a steadying effect and influence at home, I know 
that. [ Laughter. | 

Do you remember that, John ? 

Mr. Gorvon. I certainly do. 

The Cuamman. Any questions? 

Senator Cartson. Mr. Butler, I want to express my appreciation for 
your testimony this morning. The farm publications have a special 
problem. We have many in the great Midwest and yours is certainly 
one of the outstanding ones and “few people realize unless they have 
some testimony in before this committee that when you take these pre- 
paid in advance subscriptions for 2, or 3, or 4, or 5 years it makes an 
additional burden and a very difficult problem to handle when you 
have made a contractual obligation with these people out in the coun- 
try to deliver a paper, no matter what the costs are you must deliver it. 

Mr. Burier. Yes, sir. 

Senator Cartson. And we have many publications out there that 
I could name that will be in serious difficulty if these rates are not care- 
fully adjusted if we adjust them. I thank you for coming in. 

Senator Yarsoroven. Mr. Butler, I want to thank you for your suc- 
cinct statement and your actual tables stating what you pay and what 
you get. I think it is a very frank statement of the position. I have 
been 1 reading the Progressive Farmer for several years and I also want 
to congrat ulate you on the publication. 

The Cuarmman. I want to thank you, too, for bringing in here the 
circulation of the Progressive Farmer. You have it broken down even 
in States, even by counties, which shows that you can check right back 
on here if they want to. 

I notice here in South Carolina, the 2 counties that you have the 
highest subscriptions in are 2 that I have represented in the legis- 
lature—Spartanburg and Anderson Counties. 

Mr. Butter. Thank you. 

The CuatrmMan. Both of them have over 3,000 circulation in each 
county. 

Senator YarsorovcH. Mr. Butler, does the Progressive Farmer 
receive the red-tag treatment that has been referred to here? 

Mr. Butrer. No, sir; it does not. 

Senator Yarsorovueu. Now, your 1,350,000 subscribers, what per- 
centage do you estimate live on rural routes? 

Mr. Butter. Oh, let’s see. What is that, John? Do you have 
the figure there ? 

Mr. Gorvon. Eighty-nine percent. 

Senator YARBOROUGH. Higutxinian percent on rural routes. 

Mr. Butter. Not that many on rural routes, about 60 or 65 percent 
on rural routes; but, you know, Senator, that a great many farmers 
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now live in towns and a great many nonfarmers live on rural routes, 
so you are not able to judge your actual farmer clients by the num- 
ber that live on rural routes any more. 

Sixty-three percent, Senator, on rural routes. 

The Cuarrman. Are there further questions ? 

Senator Monroney. As I understood you to say that your maga- 
zine costs 50 cents a year averaged over your long-term cireula- 
tion ? 

Mr. Butter. Well, the Post Office Department makes us publish 
an annual rate. 

Senator Monroney. Yes. 

Mr. Butter. And that is our annual rate. Of course, we do our 
best not to sell any 50-cent subscriptions, but that is the published 
rate. 

Senator Monroney. But over 5 years how much is the subscrip- 
tion ? 

Mr. Butter. You mean how much? 

Senator Monroney. What is the price? 

Mr. Butter. What our charge would be? 

Senator Monroney. Yes. 

Mr. Butter. $2. 

Senator Monroney. What I was trying to say, if the increase with 
the Rhodes amendment went in the cost of delivery of the magazine 
it would be far above the cost that the farmer paid for his circu- 
lation in the first place? 

Mr. Butter. Yes, sir. 

Senator Monroney. In other words, you would be giving the maga- 
zine and then a contribution for the delivery of it over and beyond 
what he had to pay ? 

Mr. Butter. That is quite true. Yes, sir. 

Senator Monroney. I want to compliment you on your presenta- 
tion and also showing us this vast circulation that you have through- 
out this vital southern area of the United States. 

The Cuarrman. Mr. Butler, I thank you and Mr. Gordon for 
coming before us. 

Mr. Gorpon. Thank you, sir. 

The Cuamman. We have one more witness here. Of course, we 
will be in violation of the rules of the committee if this witness is 
very long. I don’t want to limit you but I understand your state- 
ment is very short. I have just been informed it would probably be 
just about 5 minutes. 

Mr. Brawuey. Mr. Chairman. Mr. Strackbein has a short 3- or 
4-minute statement opposing the recommendation of the Post Office 
Department that “or in imitation of typewriting” be eliminated from 
the conditions of second-class mailing. 


STATEMENT OF 0. R. STRACKBEIN, LEGISLATIVE REPRESENTA- 
TIVE, INTERNATIONAL ALLIED PRINTING TRADES ASSOCIATION 


Mr. Srrackpern. That is correct. 

Mr. Chairman, I had intended to testify yesterday when this sub- 
ject was up but I had been scheduled to go out of town and I 
couldn’t break that engagement, so Mr. Brawley very kindly allowed 
me to come in todsy to speak on this one phase of the subject. 
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It has to do with—I think it was covered in S. 2615. 

Mr. Brawtey. That is right. 

Mr. Srrackwern. We feel, Mr. Chairman, that we don’t know just 
what this would do and the time has been so short that we have not 
been able, really, to inform ourselves properly. Therefore, we would 
hope that this action as proposed in §. 2615 

‘he Cuarrman (interposing). That is the bill I asked to be 
referred back to the committee for some study. 

Go ahead. 

Mr. Srracksern. We would hope that that would not be carried 
forward legislatively until we do have time. 

We did not know about this. We don’t know just how it came 
about, and simply have not had time to take a position. We think 
we are opposed to it, but we simply don’t have the necessary infor- 
mation, and I feel that any attempt to testify on it at this time would 
be running the risk of presenting unintelligent testimony. We don’t 
have the information 

The CuairMan (interposing). But you want to study it and want 
to give us the benefit of your study 4 

Mr. Srracksern. That is correct. 

Senator Cartson. I think we would be very happy to get it, too. 

Mr. Srracksern. Now, what I want to know, though, is what 
period of time—— 

The Cuairman (interposing). I don’t believe we are going to be 
able to have any hearings on that bill before early next year, prob- 
ably in January. 

Mr. Srracksein. Well, that is the point that I had in mind. 

The Cuarrman. You may expect a call from us early in January, 
since that is a recommendation from the administration. We want 
to get the information on it and we had acted, if you recall and 
reported it out, but we don’t want to act hastily if there is any danger 
in the bill. 

Senator Morron. Mr. Strackbein, for the record you are here as 
the legislative representative of the International Allied Printing 
Trades Association ? 

Mr. Stracksern. That is correct. You are familiar with the make- 
up of that ? 

Senator Morton. Yes. I merely wanted that in the record. I did 
not know it was properly identified. 

Mr. Strracksern. That is correct. 

The Cuairman. Your main concern, then, is the protection of your 
trades? 

Mr. SrrackpBetn. Correct. 

The Cuatrman. For fear that something would be done rather 
than have it printed in regular form ? 

Mr. Srracksein. Correct. 

Mr. Brawtey. Mr. Chairman, for the clarification of the record I 
think you ought to put in the record the letter addressed to the Vice 
President on January 11, 1957, by the Deputy Postmaster General. 

The Cuatrman. That will go in the hearings when we have that. 

Mr. Braw.ey. That will show us how it originated. 

The Cuarrman. Yes, but I think he would want that done, too. I 
have not talked with him. That is the letter that he just sent down 
transmitting the bill to me and I introduced it at his request. 
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We will include that in the record at this point. 
(The letter referred to is as follows :) 


OFFICE OF THE POSTMASTER GENERAL 
Washington, D. C., January 11, 1957. 
Hon. RicHarp M. NIxon, 
President of the United States Senate. 


Dear Mr. Presment: Attached, for consideration by the Congress, is a legisla- 
tive proposal “To further amend section 14 of the act of March 3, 1879, as 
amended, to permit publications printed in imitation of typewriting to be ac- 
cepted as second-class matter, and for other purposes.” 

Under the law codified in section 226 of title 39, United States Code, the 
third condition for the admission of publication to the second-class mails is that 
the publication “must be formed of printed paper sheets, without board, cloth, 
leather, or other substantial binding, such as distinguish printed books for 
preservation from periodical publications.” The proviso to this condition states 
that “publications produced by the stencil, mimeograph, hectograph process, or 
in imitation of typewriting shall not be regarded as printed within the meaning 
of this clause.” 

Present offset printing processes have made it impracticable to determine 
whether any particular printing is in imitation of typewriting. To remedy this 
situation it is desired to delete from the proviso the words “or in imitation of 
typewriting.” 

The remaining provisions of the proviso which state that publications pro- 
duced by the stencil, mimeograph, or hectograph process shall not be regarded 
as printed, may be reasonably administered and serve the intended purpose of 
excluding pieces which do not constitute periodical publications from the low 
second-class postage rates. 

It is not believed that the enactment of this legislation will have any material 
effect on the expenditures or revenues of this Department. Its enactment will, 
however, make possible better administration of the law. It is believed that 
the legislative proposal will accomplish the purpose desired and this Department 
urges its early enactment. 

The Bureau of the Budget has advised that there will be no objection to the 
submission of this legislative proposal to Congress. 

Sincerely yours, 
Mavrice H. Stans, 
Acting Postmaster General. 


The Cuatrman. Are there any other questions? If not, we will 
recess until 10 a. m., Tuesday. 

(Thereupon, the subcommittee was adjourned at 12:13 p. m., to 
reconvene at 10 a. m., Tuesday, August 27, 1957.) 
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TUESDAY, AUGUST 27, 1957 


Unirep Srates SENATE, 
ComMITTEE ON Post OFrricEe AND CIVIL SERVICE, 
SUBCOMMITTEE ON PostAL Rares, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., in 
room 135, Senate Office Building, Hon. Olin D. Johnston presiding. 

Present: Senators Johnston, chairman of the committee, Yar- 
borough, Carlson, and Morton. 

Also present: H. W. Brawley, executive director, and Frank A. 
Paschal, minority professional staff member. 

The Cuamman. The committee will come to order. 

Mr. Brawtey. Senator Johnston, I have two letters that Senator 
Jenner wishes to have inserted in the record, The first is a letter 
from Wray E. Fleming, general counsel of the Hoosier State Press 
Association, to Senator Jenner. The second is the Senator’s reply 
to Mr. Wray. 

The CHarrman. Without objection, they will be inserted in the 
record at this point. 

(The letters are as follows:) 


HoosiER STATE PRESS ASSOCIATION, INC., 
Indianapolis, Ind., August 5, 1957. 
Senator WILLIAM E. JENNER, 
United States Senate, 
Senate Office Building, Washington, D.C. 

DeAR BiL_i_: There have been so many times that publishers of Indiana news- 
papers have commended your record and forthrightness that it is somewhat of 
a novel experience to write you in disagrement with a proposal of which you 
are reportedly the author. 

It came to our attention today that you introduced S. 2615, which we are 
advised accords throwaway sheets and free-circulation newspapers all the 
privileges of second-class mailing at the post-office level, including second-class 
rates. Our understanding is that this bill was presented as an amendment to 
H. R. 7910, which is now on the Senate Calendar. 

Undoubtedly, you are not aware of the problem which concerns legitimate 
newspapers in Indiana, particularly in your own area in which the established 
newspapers of Washington, Scott, Clark, Harrison, and Floyd Counties have 
been plagued for years by the promoter of a free-circulation menace. You may 
check on this by contacting any of the publishers of legitimate newspapers in 
those counties. 

We are not asking special favors for newspapers, but we do believe that 
those publications which subscribe to State and Federal laws, rules, and regu- 
lations, as legitimate newspapers are required to do, deserve protection from 
the unfair competition of so-called controlled circulation media which prefer 
to operate without ethics or standards. 

If we are advised correctly, your proposal would permit the mailing of free 
newspapers at the second-class-mail rate to persons who are not subscribers 
and who might not want the papers. Aside from the harm this would cause 
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legitimate newspapers it would increase junk mail and the costs of operating 
the postal service. 
We trust you will give this your deep consideration and if possible withdraw 
the proposal. Best regards. 
Sincerely yours, 
Wray E. FLemMinec, General Counsel. 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
August 8, 1957. 
Mr. Wray E. FLEMING, 
General Counsel, Hoosier State Press Association, Inc., 
Indianapolis, Ind. 

Dear Wray: I have just finished reading your letter of August 5 concerning 
S. 2615 and H. R. 7910, and I am aghast at the amount of misinformation which 
it contains. I don’t blame you for this, Wray, but someone is either pulling 
your leg or intentionally misleading you. You would do me a great personal 
favor if you would tell me who passed this information along to you so that I 
can get at the source and straighten it out. 

In the first place you state, “it came to our attention today that you intro- 
duced S. 2615.” This is just 180 degrees from the truth. I did not introduce 
the bill: it was introduced by Senator Olin D. Johnston of South Carolina. 
Attached is a copy for your information. 

The intent of the bill is clear and unmistakable. All it proposes to do is to 
permit controlled-circulation magazines to be handled as second-class mail 
instead of third-class mail as they are now handled. It does not change the 
rates in any respect. 

As you know, insofar as the Post Office Department is concerned, there are 
two classes of magazines in this country. One group which now enjoys second- 
class-mailing privileges is composed of Life, Time, Newsweek, U. S. News & 
World Report, ete. These magazines pay 3 cents per pound. This means that 
any weekly or monthly magazine on the market, including a heavy one like 
Fortune, can be delivered anywhere in the country for 3 cents or less. The 
second group of magazines is composed of controlled-circulation magazines. 
This group includes technical publications on chemicals, engineering, food proc- 
essing, electrical engineering, and others which go to professional people. These 
magazines pay 10 cents per pound with a 1 cent per piece minimum and under 
the present law are handled as third-class mail. This means that these magazines 
are not handled by the postal service until first- and second-class mail is dis- 
patched. The result is that they often lay around the post offices for as long as 
a week and instances have been found where delivery has been delayed as long 
as 2 weeks. Since this group of magazines pays anywhere from 3 to 4 times 
as much as those now receiving second-class handling and come very near paying 
their actual cost of handling, it was the thought of the committee that this was 
an injustice and should be corrected. This amendment would allow them to be 
handled as second-class mail but does not change the present rate of 10 cents 
per pound with a 1 cent per piece minimum. 

Let me point out here, Wray, that the Magazine Publishers Association, which 
represents that class of magazines now being handled as second class, has 
approved this amendment as an equitable arrangement. The Post Office Depart- 
ment has approved the amendment. On Tuesday morning, July 30, the Senate 
Post Office and Civil Service Committee reported this amendment unanimously. 
There are 13 Senators on the committee and 12 of them were present when this 
action was taken. Not one objection was raised in the committee because all 
felt that it was the fair thing to do. 

Now as for your statement that this amendment opens up a “Pandora Box” 
which would permit throwaway sheets, shopper’s guides, and free circulation 
newspapers to enjoy second-class-mailing privileges, I think you have been mis- 
led again. The present law defines very clearly just what kind of publications 
can qualify as controlled circulation publications. I refer you to title 39 of 
the United States Code, section 291b, which says: 

“Publications containing twenty-four pages or more issued at regular inter- 
vals of four or moretimes a year, 25 per centum or more of whose pages are 
devoted to text or reading matter and not more than 75 per centum to adver- 
tising matter, which are circulated free or mainly free, may, upon authorization 
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by the Postmaster General and under such regulations as he may prescribe, 
be accepted for mailing at the postage rate of 10 cents a pound or fraction 
thereof, computed on the entire bulk mailed at one time, but not less than 1 cent 
per piece, provided the copies of such publications are presented for mailing 
made up according to States, cities, and routes as directed by the Postmaster 
General: Provided, That publications owned and controlled by one or several 
individuals or business concerns and conducted as an auxiliary to and essen- 
tially for the advancement of the main business or calling of those who own 
or control them shall not be accepted under this section.” 

Of course, if a throwaway sheet or shopper’s guide wants to qualify as a con- 
trolled-circulation publication, it must meet the requirements of this section. 
I have seen a lot of shopper’s guides but I don’t think I have ever seen one 
of 24 pages with a minimum of 25 percent editorial comment. Then, too, even if 
such a publication could qualify it would still have to pay controlled circula- 
tion publication of 10 cents per pound with a 1 cent per piece minimum and 
I think the very economics of the thing would make this impossible. After 
all, 10 cents a pound is a rather expensive rate for the publisher of a throw- 
away to pay when he can get them delivered by some schoolboy for a fraction 
of a cent each. 

This morning I learned that, since this hassle has arisen and even though it is 
not considered necessary, the committee staff has prepared an amendment to 
section 291b, title 39, United States Code, which describes controlled-circulation 
publications. This amendment would certainly prevent shopper’s guides, ete., 
of ever being considered in the same class as controlled-circulation publications. 
The amendment follows: 

“provided further, That newspapers designed primarily for advertising pur- 
poses, or for free local, circulation, or for circulation at nominal rates shall not 
be accepted under this section.” 

Now I want to refer you to title 39 of the United States Code, section 226, which 
defines the conditions under which a publication shall be admitted to second class. 
I quote this section below : 

“Except as otherwise provided by law, the conditions upon which a publication 
shall be admitted to the second class are as follows: First, it must regularly be 
issued at stated intervals, as frequently as four times a year, and bear a date of 
issue, and be numbered consecutively. Second, it must be issued from a known 
office of publication. Third, it must be formed of printed paper sheets, without 
board, cloth, leather, or other substantial binding, such as distinguish printed 
books for preservation from periodical publications: Provided, That publications 
produced by the stencil, mimeograph, or hectograph process or in imitation of 
typewriting shall not be regarded as printed within the meaning of this clause. 
Fourth, it must be originated and published for the dissemination of information 
of a public character, or devoted to literature, the sciences, arts, or some special 
industry, and having a legitimate list of subscribers. Nothing herein contained 
shall be so construed as to admit to the second-class rate regular publications 
designed primarily for advertising purposes, or for free circulation, or for circu- 
lation at nominal rates.” 

I don’t think that a shopper’s guide could meet the provisions in this section, 
particularly part 4. 

Wray, when this amendment began stirring up such a storm yesterday and the 
day before I began checking into the reason for this violent opposition to what 
appeared to be a very innocuous change in the law. Some of the things I have 
discovered are not very savory. I find that this opposition stems primarily from 
one publisher who fears a little extra competition. In an effort to stop this 
amendment the representative of this publisher has attempted to frighten the 
various State press associations of the country by claiming that it does a lot of 
things which it simply does not do. 

I know this is a long letter but I wanted to give you the whole story. Certainly 
I have no intention of doing anything to harm the press of the Nation and bring 
its wrath down on my head. I have checked into this very carefully with the 
committee staff and the Post Office Department and I am assured that it will not 
permit what you have been advised with regard to throwaways, shopper’s guides, 
ete. If I detect any slip in the writing of the amendment which would permit 
this you need have no fear of what I will do. 
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I do appreciate hearing from you for it has given me an opportunity to set right 
either an ignorant or malicious attempt to embarrass me. 
With kindest personal regards and best wishes, I am, 
Sincerely yours, 


(Signed) Bill, 
WILLIAM E. JENNER. 

The Cuarrman. The first witness this morning is Gov. Arthur B. 
Langlie, president of McCall Corp. Governor, we are pleased to have 
you with us this morning. 

Mr. Laneutie. I am glad to be here, Senator. 

Senator Cartson. Mr. Chairman, I want to say it is a real pleasure 
to see the Governor. We had many pleasant associations together 
when I was Governor of Kansas; we are happy to have him with us 
in the east; we wish him well in his work. I am glad he is testifying. 
The Cuamman. Proceed at your pleasure but present your case 


fully. 


STATEMENT OF ARTHUR B. LANGLIE, PRESIDENT, McCALL CORP. 


Mr. Lanautie. I have a short statement here I have prepared, and 
if there are any questions I would certainly be glad to try and answer 
them. 

When I appeared before this committee this spring, I opened my 
statement by saying that as the publisher of McCall’s and Redbook 
magazines, and printers of approximately 40 other nationally distrib- 
uted magazines, McCall Corp. was deeply concerned by the proposal 
to increase postal rates for magazines. 

The Cuamman. Let me say this. I remember when you appeared 
before us in the spring. You made a fine presentation at that time. 

Mr. Laneuie. Thank you. 

The Cuatrman. Proceed. 

Mr. Laneuir. The concern I expressed at that time is intensified 
by the rate increases which were included in H. R. 5836, which was 
enacted by the House of Representatives on August 15 of this year. 
I appreciate the opportunity to be heard again in connection with the 
provisions of the House bill. 

As stated before, skyrocketing costs make it difficult for publishers 
of worthwhile magazines to show a reasonable profit on the capital 
investments that they are making. Some publishers have been more 
successful than others at the touch-and-go task of furnishing an eager 
public with a constant flow of high caliber, authoritative editorial 
material and still show a reasonable margin of profit for their en- 
deavors. Advertising and subscription rates have been raised as 
rapidly as the market would stand, yet the profit returns in the in- 
dustry are lower than they have been for years, and now are at 2.7 
percent of total sales. 

Like the Government and all business organizations of this coun- 
try, the publishing industry is continuing to experience the cost-price 
squeeze. Every effort is being made by business to reduce operating 
costs in the face of inflation. Increasing advertising and subscription 

rates by magazines is progressively more difficult. It is becoming 
relatively easy for magazines to price themselves out of business. Our 
business is a highly competitive one and it is desirable that it continues 
to be such in the interest of giving maximum service to the American 
people. 
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Your committee has, in our opinion, realistically faced the problem 
of increasing postal rates. You have through careful study, endeay- 
ored to make sound decisions regarding post-office policies. ‘Your spe- 
cial citizens committee rendered an excellent report on this subject and 
we concur fully in this report. 

We strongly endorse the measure submitted to Congress by your 
committee which provides for funds for the Post Office Department to 
conduct research and make capital improvements compatible with 
modern business efliciency. We believe such legislation, if imple- 
mented, will do much to help win the battle against inflation. We 
believe the operating costs of the Post Office Department can be sub- 
stantially reduced in many places. This is generally agreed to by the 
Postmaster General, his assistant, and I believe leaders in Congress, 
for the Department has often been described as a sprawling, monopo- 
listic organization laboring under handicaps and in: \dequate routines 
of business, wide open for ‘modernization. 

I know that an approach to modernization has been made, but much 
more remains to be done. When it is realized that a 10-percent reduc- 
tion in costs of the Department would very nearly eliminate the deficit, 
then by all means that should be the place to start in meeting present 
postal-rate requirements rather than feeding the flames of inflation. 
When everyone is passing on increased costs to the consumer, many of 
these costs represent ineflicient management methods and then the 
forces of inflation will be difficult to stop. Government more than 
any other organization can make a great contribution in this area in 
fighting inflation. TH. R. 5836, in our judgment, would do serious dam- 
age to the publication industry at a time when its profits are among 
the lowest levels reached in 22 years. This bill would impose such 
abrupt increases in cost that the industry would find it very difficalt 
to adjust to all of the increases in such a short period of time. 

In addition to this problem, the House bill containing an amendment 
by Congressman Rhodes which imposes the Post Office Department's 
cost-ascertainment system as a measure of allocating revenues and costs 
by requiring users of second-class mail to pay all of their allocated 
costs except for the first $100,000. 

The impropriety and inequity of using cost ascertainment of the 
Post Office Department as a basis for fixing postal rates has, I am sure, 
been discussed before this committee on many previous occasions. 
Admittedly, cost ascertainment does not take into account such fac- 
tors as preference in mail handling, priority of service and other 
factors. Nor does it take into account the fact that 95 percent of the 
mail- handling work on the 40 nationally distributed magazines 
printed at our Dayton plant in Ohio, is performed entirely by McCall 
employees. 

It is, in our judgment, an unsound policy to place in the hands of a 
Federal administrative agency, the power of life and death over any 
large business enterprise. This is done by vesting with the Post Office 
Department the ¢ a ae ity to determine by their own accounting meth- 
ods the assessment of funds that could exceed in many instances over 
$1 million a year. It opens the door for maladministration, corrup- 
tion, and is indeed very unsound as a principle of Government admin- 
istration. This committee of the Senate has pursued with patience 
and judgment its efforts to develop a sound policy for the increase of 
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postal rates. 
that: 

1. Economies in administration are made the first order of ap- 
proach to solving the imbalance between income and outgo of the 
postal department ; 

2. Free services in the public interest are maintained fully by con- 
gressional appropriation ; 

That the impact on business generally—the magazine industry 
in Settee aati age the public welfare be properly assessed before 
a increases in postal rates are passed; and 

That a long-range program for better services, proper em- 
bdaveh wages, fair and equitable charges and more efficient operation 
should be dev sicpeil carefully and patiently so as not to damage un- 
necessarily one of the finest services rendered to our people by the 
Government. 

The CuHamman. Senator Carlson and I have been working on some 
of your present recommendations for the past 5 years. They are not 
new to us. 

Mr. Lanett. I know you have. 

Specifically we are constantly in this business of trying to run 
magazines and keep them alive editorially and keep them vital. We 
find the necessity of searching very diligently for savings in order 
to be able to stay in the game and pay taxes to the Federal Govern- 
ment and the rising costs. We find that even though we think that 
the business has been run pretty well in years past that there are lots 
of opportunities for saving. 

Having been in Government and knowing how things develop in 
times over a period of years, I am satisfied that the same opportuni- 
ties to cut down are there, and I feel sure that real diligence in that 
area would take all of the real difficulty of reaching out for money 
that has to be passed on to the public out of this particular question 
of postal rates and still give the employees of the postal department 
an opportunity for adequate wage increases. 

Now, it seems to me that if you ever take the pressure off of the 
Department to do those things you never will get the kind of adjust- 
ments and savings that it is necessary to have, that are possible to 
make. 

Senator Cartson. You state that 95 percent of the mail handling 
is done by employees of the McCall magazine at their Dayton plant. 
Now, tell us what you do at the Dayton plant. 

Mr. Lanoute. Well, we are in the contract printing business there, 
Senator, and we print some 40 magazines besides our own. 

In mailing these magazines we bundle those magazines and put 
them into mail sacks and do all the work that normally would be 
done at the post office. We sort it into areas, we get it all ready, we 
actually ship it out. There are 2 or 3 of the Department’s em- 
ployees there, maybe a few more, who help in the supervision and to 
be sure that Unc le Sam is represented in the matter, but 95 percent 
of the work is done by our own employees. I am sure that that is a 
factor that isn’t taken into consideration when they talk about the 
cost of handling these magazines. 

Senator Cartson. That should be very helpful to the Department. 
The Cuamman. Any questions, Senator Morton? 


It will render a great service to the country if it insures 
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Senator Morton. No. 

The Custrman. Any further questions, Senator Carlson ? 

Senator Cartson. No. Thank you. 

The Cuairrman. If there are no other questions and you have nothing 
further, we will excuse you. We thank you for coming here and being 
with us this mornin 

The next witness is Mr. George Hecht, publisher of Parents’ Maga- 
zine. 


STATEMENT OF GEORGE J. HECHT, PUBLISHER OF PARENTS’ 
MAGAZINE 










Mr. Hecur. I am George J. Hecht, president of the Parents’ In- 
stitute, Inc., 52 Vanderbilt Avenue, New York, N. Y., which publishes 
Parents’ Magazine. A majority of our employees work in our sub- 
scription offiec in Bergenfield, N. J., the home State of Senator Case 
of your committee. 

Those who have served on this committee during previous sessions 
will remember that I have appeared before this committe before. I 
have never been and am not now opposed to reasonable increases in 
postal rates. 

I first of all wish to urge very strongly that the Congress should first 
pass a bill containing a . statement of postal policy. This should be 
a separate bill from the rate bill and should be passed first. I endorse 
the recommendations in the report of the Citizens Advisory Council 
to the Post Office and Civil Service Committee of the Senate. 

And now without further delay, I wish to record my opinion on 
the various proposed increases in postal rates and tell how the pro- 
posed increases will affect Parents’ Magazine and our four magazines 
for children. 

While Parents’ Magazine has a paid circulation of 1,750,000 and 
carries a considerable volume of advertising, it makes only a very mod- 
est profit. I tell you in confidence and not for publication that its 
profits during the last fiscal year for which I have figures were only 
about 3 percent of its volume; namely, $205,000 before taxes. 

Our company paid during our last fiscal year $180,000 in first- 
class postage. The proposed increase from 3 to 4 cents would conse- 
ahantty increase our first-class postage bill by $60,000, approximately 
30 percent of our profits before taxes. This first-class increase is vir- 
tually all the added expense that our company can bear in 1 year. I 
am not opposed to this first-class rate increase, and I suppose it 
is absolutely necessary to reduce the postal deficit. 

We are relatively small users of third-class mail. On Parents’ 
Magazine the proposed 50-percent increase would cost us an addi- 
tional $30,000 for our whole company—and that includes our other 
magazines—an increase of $81,000. 

Now I come to the proposed increases in second-class mail which 
proposed increases I consider unreasonably high. Second-class mail 
rates have already been increased 30 percent. The proposed 60-per 
cent increase on top of the 30-percent increase means a total increase of 

108 percent over what we were paying in 1951. No other cost of op- 
eration has come anywhere near an increase of 108 percent in that 


period. 
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During our last fiscal year, Parents’ Magazine paid $270,000 for sec- 
ond-class mail. The proposed 60-percent increase in rate would raise 
our costs by $167,000 more than I now pay. 

I present here a summary of how those 3 classes of mail would 
increase our postal rates $257,000 which, as compared to our profits 
of $205,000, would put our magazines in the red—that is, Parents’ 
Magazine alone in the red by some $50,000. 

(The information is as follows :) 


Postage paid 


At present At proposed Cost of 

Increases proposed postage postage proposed 

rates rates increases 
Ist class . 3 to 4 cents_- $180, O00 $240, OOF $60, 100 
2d class ‘ ‘ 5 60 percent increase - -_- 278, 000 445, 000 167, 000 
3d class be boi J . 50 percent increase . - ._ 60, 000 90, 000 30, 000 

SS ; No increase 30, 000 30, 000 
| 

Total postage. .....-..... 548, 000 805, 000 257, 000 


er yelineunay Gale Fe, 


Mr. Hecur. I am not opposed to any second-class rate increase. I 
suggest, however, that the increases should be reasonable and bearable 
so as not to impose any undue hardship on business and so as not to 
drive worthwhile magazines out of business. 

I suggest that there be two raises of 10 percent each based on the 
second-class rates of 1951. This would mean a total increase in 
postage rates since that date of 50 percent, which I think would be 
reasonable and fair. I suggest that the first of these 10 percent in- 
creases in second-class rates should go into effect 1 year after the pro- 
posed increases in first- and third-class rates. The first year—and 
this is very important—the first year publishers are going to have all 
they can do to absorb the increases in first- and third-class rates, which 
for Parents’ Magazine will be $90,000 and which for our entire com- 
pany will be $141,000. 

I understand that the Postmaster General submitted a chart in his 
testimony on Friday, August 16, to show that the magazines have 
already increased their rates for the purpose of absorbing the pro- 
posed postal rate increase. I have a copy of this chart here. 

Parents’ Magazine was on this list. I can tell you categorically 
that this chart is grossly misleading and inaccurate. The chart shows 
that Parents’ Magazine had not increased either its subscription or 
newstand price. That much is correct. But the chart states that 
Parents’ Magazine has increased its advertising by 5.9 percent in the 
interval between 1956 and 1957. However, the chart does not mention 
that between 1956 and 1957 we increased our circulation guaranty. 
All advertising rates are based on the circulation delivery of the 
magazines. If you deliver more circulation, naturally the rates goes 
up. There were 15 magazines on the Postmaster General’s list. In 
every single instance, the circulation guaranty in 1957 was higher 
than 1956. But in the Postmaster General’s chart, he took no 
recognition of this whatsoever. He just compared the 1956 adver- 
tising rate with the 1957 advertising rate, without mentioning that 
each magazine has delivered more paid circulation in the latter year. 
For example, in the case of Look, the Postmaster General indicated 





6s 


0 
i} 
0 


POSTAL RATES 207 


that the rates had been increased 15 percent. He didn’t reveal that 
Look’s guaranteed circulation was up 650,000 or 15.4 percent, the cir- 
culation guarantee being up more than the increase in advertising 
rates. 

Now, I think that is very misleading. 

In the case of Parents’ Magazine, we had an increase in circulation 
guarantee—very much smaller, of course, than the increase of Look 
magazine—but the Postmaster General made no recognition of our 
circulation increase when he er that Parents’ Magazine had in- 
creased its advertising rate 5.9 percent. Our rate per page per thou- 
sand paid circulation “delivered was increased 4.3 ee percent 
less than the Postmaster General reported. Our 4.3 percent increase 
in advertising rates was not to take care of any increase in postal 

rates, but to help meet our paper, labor, printing, and other increases 
in costs. 

Our company publishes a number of wn razines for children, 
pany Children’s Digest, Humpty Dumpty, Calling All Girls, and 

Compact, the Young People’s Digest. 

The proposed increase in postal rates would add $128,000 more 
than I previously stated to our postage bill for these 4 magazines. 
This would put several of these magazines in the red as these maga- 
zines carry little or no advertising. As they already sell for 35 cents 
a copy, I do not feel we could further increase their newstand or 
subscription price. Our only alternative would be to discontinue two 
or more of them which would prove to be unprofitable. The pro- 
posed excessively high further increase in second-class postal rates 
is definitely inflationary, and will certainly drive a goodly number of 
worthwhile magazines out of business. 

Regarding the amendment that Congressman Rhodes of Pennsyl- 
vania proposed to the House postal-rate bill, which smendment was 
passed by the House, I wish to protest as vigorously as I know how. 
The balance of the rate bill is bad enough, but the so-called Rhodes 
section of the bill would simply be disastrous. 

I consider the present cost-ascertainment system of the post office 
to be unsound and to base any postal rates on ‘that cost-ascertainment 
system would be grossly unfair and inaccurate. 

As you know, the advertising portions of magazines pay a very 
much higher rate than does the reading matter portion. Conse- 
quently, magazines like Parents’ Magazine, that carry a considerable 
volume of advertising, come pretty close to paying their own way by 
methods of accounting commonly accepted in the accounting profes- 
sion and not by the artificial method of accounting devised in the 
cost-ascertainment system of the post office. 

You know very well what any business does when it has reason to 
question the profitability of one of its divisions. Against the income 
which that division produces, it determines the expenses or costs 
which would actually disappear in the event of its discontinuance of 
that part of the business. Mind you, the expenses which will actually 
disappear, not those allocated to that division on some purely theoreti- 
eal accounting basis. This accounting method is known as the disap- 
pearance theory of expense allocation. This is an accounting method 
widely used by conservative businessmen. I can only hope that some- 
one, someday, will make such an allocation study of second-class postal 

costs. 
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I have no way of knowing exactly how much the proposed Rhodes 
amendment would cost our company, but I know definitely that the 
proposed four 15-percent increases in second-class mail rates would 
pretty nearly wreck us without the Rhodes amendment in addition, 

I don’t believe the Congress knows how low a margin of profit 
most magazines are published on. With the exception of a very few 
mass-circulation magazines, most magazines just about get by. I 
should like to submit for the record a list of some of the useful maga- 
zines that have gone out of business during the past 10 years because 
they could not meet increasing costs. This list is of all relatively big 
circulation magazines. No trade papers, education, or religious mag- 
azines are included. They are all general magazines. I present them 
in alphabetical order: 

Aero Digest Kaleidoscope 
American Boy-Open Road Liberty 

American Family Life Story 
American Magazine Lifetime Living 
Better Farming Magazine of Art 
Better Health Modern Industry 
Better Living Outdoors 
Bride-To-Be Outdoorsman 
Blue Book Park East 
Carnival Pic 

Cars Quick 

Cavalier Science Illustrated 
Chicago Senior Prom 

Click Southern Agriculturist 
Colliers TV Program Week 
Esquire’s Bridgeroom Tele-vision Life 
Everybody’s Digest Today’s Family 
Family Life Today’s Woman 
Family Shopper Town Journal 
Fascination Twenty-one 

Flair U.S. A. 

Here Varsity 

Hunting and Fishing The Woman 

Judge Woman’s Home Companion 

These were all pretty important, useful magazines. Many of their 
circulations ran into the millions. But, if postal rates are increased 
further, at an unreasonably high rate, this list of magazine deaths will 
be increased many fold. The United States cannot afford to lose worth- 
while magazines of this kind which render a great public service. 

The Carman. Are there any questions ? 

Senator Cartson. Well, Mr. Hecht, as you look over this list of 
magazines, I am wondering if they are not magazines that circulated 
most generally through the mails. I mean, they were mail magazines. 

Mr. Hecurt. Very largely mail magazines. Parents magazine, more 
than 97 percent, and all the other magazines are also argely mail 
magazines. 

Senator Cartson. That makes a real problem, I assure you. 

Mr. Hecur. Oh, a terrible problem. 

The Cuatrman. Senator Morton? 

Senator Morton. No questions. 

The Cuamrman. Mr. Hecht, thank you for presenting your views 
this morning. 

Mr. Ralph. H. Flynn, president of Popular Science Publishing Co., 
is our next witness. 
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STATEMENT OF RALPH H. FLYNN, PRESIDENT, POPULAR SCIENCE 
PUBLISHING CO. 


Mr. Frynn. Thank you, Mr. Chairman. The briefness of this 
statement is no measure of our alarm or our interest in this bill. 

My name is Ralph Flynn. Iam president of Popular Science Pub- 
lishing Co. and publisher of the company’s two magazines, the 85- 
year-old Popular Science Monthly and the 60-year-old Outdoor Life. 
Quite obviously, else I would not be here, we are alarmed at the 
effect which H. R. 5836 would have on a small publishing business 
such as ours. 

Briefly, this is how the provisions of this bill will affect us: 

Had the new rates for first-, second-, and third-class postage em- 
bodied in this bill been in effect for all of 1956, the increased postage 
charges over and above what we did have would have amounted to 
60 percent more than the actual operating profit—not the net profit 
but the before-tax profit—on our publications. 

We would, then, have operated in the red. 

Had these proposed rates gone into effect at the beginning of this 
year, the operating profit which we expect to make in 1957 would have 

en cut by more than 50 percent. And this does not take into ac- 
count the effect of the Rhodes amendment, because we have no way of 
knowing what the post office claims as cost for handling Popular 
Science and Outdoor Life. 

Moreover, the successive increases of 15 percent in second-class rates 
would make it steadily more difficult to earn a pretax or aftertax 
profit. 

Persons from the post office have stated that publishers can easily 
raise prices to readers and advertisers to cover these increased costs. 
But, at least in our case, this is more easily said than done. 

We have raised circulation prices on both our magazines. But look 
what happens: for example, with the August 1956 issue of Outdoor 
Life we raised the newssstand price from 25 to 35 cents—a 40- -percent 
increase. Now, whereas each of the 12 issues preceding this increase 
had sold more newsstand copies than had the same issue of the previ- 
ous year, each of the 12 issues after the price increase has sold less 
than the year-earlier issue. We were on a rising curve and now, be- 
cause of the price increase, we have lot our momentum. 

So, because we must maintain our circulation guaranties and in the 
face of this declining newsstand sale, we have had to mail more cir- 
culars to get additional subscribers to replace this newsstand loss. 

We have raised subscription prices, too, from $3 to $3.40 per year. 
This increase of 13 percent in subscription price reduced our mail 
order returns by 26 percent on Popular Science and 29 percent on 
Outdoor Life. That is the increasing resistance one meets as one 
increases price. 

So, to get 13 percent more revenue from subscribers, we have to 
increase our sales costs by more than 35 percent. That means our bill 
for third-class postage went up that much just to maintain our ad- 
vertising, circulation guaranties. 

We have raised advertising rates, too. But because ours are spe- 
cialized rather than general magazines, and most of our advertisers 
are looking for immediate results, each rate increase makes it more 
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difficult for some of our advertisers to make their ads pay out. The 
result is a loss in advertising volume against which to apply the 
higher rates. We find it increasingly difficult to keep from pricing 
our advertising beyond the reach of our customers. 

This is not our problem alone. Each of the other publications 
in our fields have told me that their experience is the same as ours. 

We do not ask for a so-called subsidy. We ask only that this 
committee hold up such postal rate increase legislation as that now 
before it, until Congress has established a clear policy for the opera- 
tion of the Post Office Department—a policy which recognizes the 
public service aspects of postal service. 

And we respectfully ask also that Congress retain the rights and 
privileges of postal ratemaking. If the right to make such drastic 
ultimate increases in our business costs is the right to destroy us as 
a business, then that right belongs in Congress and not in a Govern- 
ment department. 

Mr. Stans, in recent issues of the Journal of Accountaney, holds 
that the Post Office Department is a public utility. Publie utility 
rates are set by the people served, through their commissions, and 
not by the utilities themselves. Just so should postal rates be set by 
the people served, through their elected representatives in Congress, 
and not by the post office itself. 

Thank you. 

The Cuatmrman. Are there any questions ? 

Senator Cartson. No questions, thank you. 

The Crarrman. Mr. Flynn, th oa ‘for your testimony. 

Mr. Fiynn. Thank you, Senator, for the opportunity. 

The Crarrman. George Brady, Hearst Newspapers, Boston, Mass. 
is our next witness. 


STATEMENT OF GEORGE BRADY, ASSISTANT TO THE GENERAL 
MANAGER, HEARST NEWSPAPERS 


Mr. Chairman, Senators, my name is George Brady. I am as- 
sistant to the general manager of the Hearst Newspapers. I am ap- 
pearing on behalf of Mr. H. G. Kern, general manager of the Hearst 
Newspapers. Mr. Kern regrets his inability to be present but. our 
newspapers in Boston are shut down by strikes and he is devoting all 
his time to efforts to resume publication. We have been fortunate in 
Detroit and we are praying that we shall have the same happy re- 
sult in Boston. 

This statement which I am giving was prepared by Mr. Kern and 
IT am authorized by him to appear for him today, and to speak for all 
the Hearst newspapers. These papers are the Albany Times-Union, 
the Baltimore News-Post and Sunday American, the Boston Record- 
American and Sunday Advertiser, the Detroit Times, the Los Angeles 
Examiner, the Los Angeles Herald-Express, the Milwaukee Sentinel, 
the New York Journal-American, the New York Mirror, the Pitts- 
burgh Sun-Telegraph, the San Antonio Light, the San Francisco 
Call-Bulletin, the gan Francisco Examiner, and the Seattle Post- 
Intelligencer. 

First, Mr. Chairman and distinguished members of this committee, 
we should like to thank you for the opportunity to be heard on the 
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vital matter of postal rates. We realize that this subcommittee has 
undertaken a very big job, and that through no fault of yours the 
job had to be begun very late in the congressional session. The House 
of Representatives took 714 months on this question. Now, in a couple 
of weeks, yes, days, you are asked to expedite this bill through to 
passage. Furthermore, the bill before you is by no means the same 
bill which was introduced early this year. The current bill is far 
more drastic than the original version. Adoption by the House of 
the Rhodes amendment relating to publications has greatly compli- 
cated the problem you face. There were no hearings on the Rhodes 
amendment in the House, and in fact it was adopted on the House 
floor under circumstances which prevented full debate. 

There are not very many advocates of this legislation. Some of 
the advocates take the extreme position that there is something sinister 
about those of us who oppose this legislation and insist on our right 
to come here and tell you so. This is a bill which would force a lot 
of people to pay a lot more money for a service they obtain from their 
Government. For more than three-quarters of a century, this service 
has been provided at low cost as a matter of essential Government 
policy. Now it is proposed that this policy be reversed—and, gentle- 
men, this bill would reverse the historic policy, for this is not just 
another rate increase bill. We of the Hearst newspapers have always 
believed in the right of free petition. Coming to our duly elected 
representatives and stating our views seems to us to be the American 
way. Weare glad that your committee agrees with us and is giving 
those of us who are affected the opportunity to tell our story in our 
own way. 

Reports to the effect that most newspapers support this legislation 
have been spread far and wide. It is partly to refute this misunder- 
standing that the Hearst newspapers feel that it is important for them 
to be represented here today. It has been claimed that not many 
newspapers are against this bill, and yet the fact is, Mr. Chairman 
and members of this committee, the fact is that every national, regional] 
and State newspaper association is opposed to this bill. Many of 
them have been, or will be, or at least want to be, represented at these 
hearings. Others would have been had it not been for the problems 
of time and distance and, in some instances, expense. 

Hearst Newspapers pay over $400,000 a year in second-class postage. 
Of course, some of our papers use the mails for delivery purposes far 
more than others. One Hearst paper, the Milwaukee Sentinel, has 
about 10 percent of its circulation in the mail. On the other hand, 
some of our evening papers have only a fraction of 1 percent of their 
circulation by mail. In the Hearst group, there are 7 morning papers, 
8 evening papers, and 12 Sunday papers. Mail rates are primarily 
the concern of morning papers. This is true for 2 reasons. One 
is the early editions of morning papers are published the night before 
date of issue, thus making possible delivery by mail on the date of 
issue. The other is that train schedules, and mail-delivery schedules, 
normally make it impossible for even the first edition of an evening 
paper to be delivered to a mail subscriber on the date of issue. If 
you will remember that second-class rates are primarily a morning 
newspaper problem, you will be able better to understand why some 
afternoon papers are indifferent on the rate question. 
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The dwindling number of daily newspapers is a source of concern 
to the Congress as well as to us in the publishing industry. I am 
sure you can all recall] several instances of old and respected journals 
which have disappeared, for economic reasons. Generally speaking, 
newspaper publishing is not a very prosperous activity under today's 
conditions. An effort to persuade you to the contrary was made be- 
fore this committee by the distinguished Deputy Postmaster General 
in his testimony August 16. He said that “newspapers have expe- 
rienced unprecedented levels of business.” He also said that news- 
paper advertising revenues increased more than 6 percent in 1956 
over the previous year and that trade press reports predict “another 
recordbreaking year” in 1957. 

Unfortunately, the distinguished Deputy Postmaster General spoke 
of advertising revenue, not profits. I regret to say that Hearst Con- 
solidated Publications, or includes all but five of the Hearst news- 
papers, not only has not increased its profits but has suffered a con- 
siderable loss in the first 6 months of 1957. You may be sure the 
current strikes will not improve the picture when the figures for the 
complete year are available. Here are the figures. In the first 6 
months of 1957, Hearst Consolidated Publications had a net income 
of $714,400, a decrease from $1,072,800 profit of the first 6 months of 
the previous year. Comparing net income with total sales volume, 
the percentage retained was cas seven-tenths of 1 percent. Does 
this look like the “recordbreaking year” of which Mr. Stans spoke? 

The Cmarrman. To make this profit, what is your gross invest- 
ment ? 

Mr. Brapy. Well, I haven’t got the exact figures on that, but it 
would run, our total investment in our papers would run well over 
$300 million. 

The CuarrkMan,. $300 million ? 

Mr. Brapy. Yes, sir. 

Incidentally, none of our papers enjoys a local monopoly, for we 
have competition in all of the 11 cities in which we operate. 

The CuHarrMan. Would that include incidental investments such as 
purchase of paper or office equipment ? 

Mr. Brapy. That would include the equipment and the machinery 
and the real estate, and everything involved in the publication of 
the newspaper. 

The Cuairman. It wouldn’t take into effect the purchase of paper 
or anything outstanding? 

Mr. Brapy. No; definitely not. I wish it did, however. 

Incidentally, none of our papers enjoys a local monopoly, for we 
have competition in all of the 11 cities in which we operate. Indeed, 
in five of these cities, Hearst papers supply all the competition there 
is. The Post Office has a monopoly ; we have none. 

The Hearst newspapers willingiy concede that none of our papers 
would be forced out of business by a postal-rate increase. We could 
be hurt, and hurt badly, but not destroyed. The reason is we simply 
would not pay excessively high rates, or, more properly, we could not 
afford to do so. Unlike many groups of mail users, there are alterna- 
tives to mail delivery for newspapers. We might drop mail sub- 
scriptions entirely, we might use truck and carrier delivery to an 
even greater degree than at present, or we might discover some new 
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means of distribution. It would be a disservice to the rural popula- 
tion if we were forced to stop supplying newspapers to farm people, 
but excessive mail rates and lack of suitable alternatives might force 
us to take that drastic step. 

Because the Post Office revenue estimates assume there will be no 
decline in mail volume at steeply increased rates, you should be in- 
terested in second-class mail expenditures by our papers before and 
after the last rate increase. 

You will recall that second-class rates were raised 10 percent per 
year in 1952, in 1953, and again in 1954. So mail rates charged our 
papers were 30 percent higher in 1955 than in 1951. a Hearst papers 
paid the Post Office only 11 percent more in second-class postage in 
1955 than in 1951. Six of our papers actually paid less in 1955 than 
in 1951, despite the higher rate. Why was this true? We reduced 
the number of mail copies because we found cheaper and better meth- 
ods outside the mails. In other words, the last 30-percent hike was 
more than the traffic would bear, as far as we were concerned. You 

may be sure the 60-percent increase in second-class rates provided by 
the bill before you would have an even greater effect in driving our 

pers from the mails, which would not help the financial position 
of the Post Office. 

You may ask why are we here if the Hearst newspapers will aban- 
don the mails where possible as an alternative to paying higher second- 
class rates. The answer is that even though a newspaper’s mail cireu- 
lation be small, it is important for several reasons. One is that we 
think our papers perform a valuable service and we want as many 
persons as possible to avail themselves of that service. Another is 
that certain people within the circulation area of most newspapers 
cannot be reached at low cost in any other way. Newspapers must 
also consider that today’s farm may be tomorrow’s suburb. Rural 

subscribers may soon become suburban readers, and important to our 
advertisers. Then there are the members of the Armed Forces, and 
the boys and girls away from home at college. We think it is part 

of our job to enable them to keep up with what is going on back 
home, and at low cost. 

If I may digress, Mr. Chairman, we have found and we are very dis- 
turbed over the large number of boys and girls who are going great 
distances to attend colleges and losing contact with the home, not re- 
turning to their own communities to resume and take their rightful 
place in the community life. In every survey that we have conducted, 
we tind that the boy or girl who keeps in touch with the home neigh- 
borhood through the daily newspaper is more apt to return and to 
enrich the life of the community. But the boy or girl who is cut off 
from home and has no contact—usually through the daily news- 
paper—is a boy or girl who goes away and never returns. We are 
particularly concerned in Boston with that because boys and girls 
are coming to Boston from every State in the Union and from many 
foreign countries and they want to stay in Boston, they want to stay 
in New York, they want to stay along the eastern coast, they don’t 
want to return to the Middle West which needs them, and I really 
believe that if we could encourage and find some way to get the papers 
of the Middle West to keep in touch with the boys and girls attending 
Harvard, Radcliffe, and our many colleges in Massachusetts, that we 
could do a great deal for those territories because they do need the 
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young boys and girls who are receiving the benefit of higher education 
today. 

The Cuarrman. So you feel that that is an advertisement for the 
good of the general public ? 

Mr. Brapy. Oh, I think that is definitely a public service ; it would be 
a great public service if some way could be devised that the papers in 
Kansas, Missouri, and Illinois, would be able to provide every boy and 
girl attending an eastern college with a daily paper every morning. 

The Cwatrman. Yes; and that is the reason the Senate has a reading 
room adjacent to the Senate Chambers. Our reading room contains 
newspapers from all major cities of the country. We, too, must know 
what is going on at home. 

Mr. Brapy. That is right, I think you never feel you are away from 
home if you are in touch with your community and friends. I found 
that, since I came down here preparing to speak. 

We are very concerned in Boston. For 19 days there have been no 
newspapers in Boston. Copies of the New York Times are selling in 
Boston for $1.75 a copy; people came out of church Sunday, the 
Sun-Times was on sale, and they tell me that copies went as high as 
$5 for a copy of the New York Times. For any paper, even the people 
who never read the New York Telegraph, a racing form, or things like 
that, actually just bought the paper to get the printed word, and when 
they come down here, that isn’t big news down here in Washington, 
people do not realize the plight and the feelings of the people of 
Boston with almost a part of their life gone. 

The Cuatrman. I know that if the Senate stopped the subscriptions 
for its reading room the Senators would feel a definite loss. Those 
out-of-town newspapers are very essential to us. 

Mr. Brapy. I know they are, Senator. 

The position of the Hearst newspapers is that this is a bad bill 
and it should be defeated, not compromised. If there were more time, 
there are a number of constructive things this subcommittee might 
do, especially in drafting a sensible declaration of congressional policy 
which would set forth the ground rules under which postal rates 
would be set. The Senate Post Office Committee made a good start 
in that direction when an advisory council issued what is commonly 
known as the Carlson report, and a second advisory group added 
further guidance with its report this year. Unfortunately, the effort 
in this direction contained in title IT of the bill before you is a hodge- 
podge which will do more harm than good. There are some fine 
passages in title II, but as a whole it falls far short of what is needed. 
Among other things, it would give statutory endorsement to the cost- 
ascertainment system, which is the real root of all the dissension over 
postal-rate policy. The Hearst newspapers do not quarrel with the 
mathematics of cost ascertainment, but we do object to the misuse made 
by Post Office Department officials of figures obtained from cost ascer- 
tainment. It is cost ascertainment which leads to the smear charges 
that the press is subsidized by over $250 million a year, although it is 
now revealed that the Post Office has another bookkeeping system 
which shows “only” about $100 million loss on second class. 

We submit that the public interest would best be served if the 
Congress ordered the Post Office to revise the cost-ascertainment sys- 
tem so it can never be misused again. Of course, the Post Office will 
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never willingly discard cost ascertainment. It would do so only when 
forced to by Congress. Why? Because the Post Office can jack up 
fourth-class rates every year or so, by simply petitioning the Inter- 
state Commerce Commission and showing through cost ascertainment 
that this class is not paying its ws y as required by a law. 

The Hearst newspapers would like to see an end to the almost annual 
fights over mail rates, but we see no prospect of this as long as the 
management of the Post Office takes the position it is running a 
business and not maintaining a service worth what it costs. It seems 
that repeated failure to gain congressional approval of rate-jacking 
efforts is the only hope for a different brand of thinking by postal 
officials who are so businessminded that the notion that the postal 
system is a service to the public, which ought to be supported by 
general revenues, is abhorrent to them. T his] bill would revolutionize 
postal policy and turn a service worth its cost into an alleged business, 
required by law to pay its way. 

We are confident, Mr. Chairman and members of the committee, that 
you members of this fine subcommittee will see the injustices and in- 
equities in this bill and accordingly reject it. 

I think you would be interested in this, and I tried to make some 
contribution to it. We feel very seriously about this bill. I doubt 
very much that some of our newspapers could exist in the face of 
strikes and paper increases and the increase in this bill. 

The Cuarrman. I was a little surprised in the amount that this 
increased rate would bring to the Hearst newspapers—$400,000 a 
year—when 1 of your newspapers, the Milwaukee Sentinel, has about 
10 percent of its circulation in the mail. On the other hand, some 

of vour evening newspapers have only a fraction of 1 percent. 

Mr. Brapy. Well, generally speaking, as I pointed out here, evening 
papers, whether they are ours or others 

The Cuarrman. I worked on a morning and afternoon paper so I 
know clearly your problem. 

Of course it is almost absolutely necessary that you carry this small 
percentage on to, you might say, the rural people. That is where a 
great deal of the mail goes. 

Mr. Brapy. We would have, particularly this Milwaukee paper, no 
way of reaching the people in rural Wisconsin if it wasn’t for the 
mails. The cost, when you would have probably in some areas three 
people along a mail route, you couldn’t afford to deliver them as we 
would inthe city. You would be prohibited in cost. 

The Cuatrman. Is the cost a great deal more in sparsely populated 
States such as South Dakota, North Dakota, and other Midwest 
States ? 

Mr. Brany. We find a growing mail circulation in New England 
papers, particularly in the States of Vermont and northern New 
Hampshire and Maine, and strangely the automobile and modern 
transportation and people going more frequently to the metropoli- 
fan areas of the community creates a desire for the metropolitan 
papers and as a result our demand for metropolitan papers in the 
rural areas is greatly increased and we notice that particularly in 
New England. 

Senator Carison. Mr. Brady, you always make a good statement. 
One thing about the Hearst publications they are consistent, I want 
to say that. 








216 POSTAL RATES 


Mr. Brapy. Thank you, Senator. 

The CHarrman. Here is another question; in event of an increase 
in second-class rates, would it be better for you to pass it on to your 
subscribers in a gradual fashion, such as so much the first year, so 
much the second year, and so on ? 

Mr. Brapy. Well, with the great increase of other expenditures and 
the fact that we are not fully adjusted to the 3 percent increase as it 
is, any increase immediately would be a hardship. And that is true of 
the publishing industry generally. The acceptance of this 30-percent 
increase. 

The Cuarrman. I am aware that there are some large magazines 
that make an enormous profit. It has been charged that I am protect- 
ing them. The problem of this committee is to change the law equi- 
tably in regard to rates in order to reduce this tremendous deficit, 
However, we do not want to hurt those who should not be hurt. 

We must remember that the Government is getting a share of the 
profits of these corporations. We must weigh one phase of revenue 
against the other; but you all must realize that it is imperative that the 
Post Office Department receives more revenue. 

Mr. Brapy, It would be extremely difficult because if I suggested, 
Senator, even a 5-percent increase in that this year I would feel that 
I had doomed several hundred rural papers to death. I definitely 
would feel that way. I know what paper costs; it is my job to know 
what we are; I think in the Hearst papers we have improved buying 
methods because of our size and if it affects us it affects the small 
weekly paper under 10,000 much more than it does us, and if I were 
to suggest, Senator, even an increase, in the light of the present cir- 
cumstances in the publishing industry, of only 5 percent I would leave 
this room feeling that I had aided and abetted in the destruction of 
several hundred small daily and weekly papers. 

The Carman. How is the paper situation today / 

Mr. Brapy. The quantity of paper is good, the quality is good, but 
the price is abominable. I am very concerned as another aspect that 
I don’t think has been gone into this situation particularly in the 
House and it should have been. The strike in Boston has thrown 
5,000 men and women out of work, and the strike could be—this in- 
crease could very well have the affect of the strike because it is bound 
to cause a suspension of publications. There is no way out of it, and 
the result is that it is going to create great unemployment among the 
newspaper men and women in the profession. 

The strike we know is going to be settled. We know that even the 
small 300 out of 5,000 Boston men who called the strike are going to 
benefit. Now, of course, they are going to lose—I don’t think anyone 
gains too much under a prolonged strike—but they are going to get 
their jobs back. There is no danger of any of the Boston papers 
suspending publication, so that they are going to be working and they 
are going to be working at salaries well above the national average. 
These mailers who are on strike, 300 in number, who are getting at the 
present time $96 a week, the publishers have offered, that is going 
to bring them up roughly to $107 a week, 

That is just for guiding papers from the press to the deliveryman. 
Reporters in Boston are going to resume work; many of them are re- 
ceiving some assistance at the present time, but this bill is bound to 
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create wide unemployment among the newspaper business generally, 
not only in Boston but in every 1 of the 48 States. It can’t fail to do 
it and I am concerned over there and I don’t think that the men and 
women employed in the industry in the role of reporters and editors 
are sufliciently aware of what this bill will do to them. 

The Cuarrman. Have you ever figured out how much income tax 
the Government would lose if five or ten thousand people in the 
United States were thrown out of work ? 

Mr. Brapy. It is substantial. I am—also on this Rhodes amend- 
ment, Will the Government let you defer your Federal income taxes 
a year under this Rhodes amendment until such time as you can make 
an adjustment? Because this Rhodes amendment leaves you pretty 
far up in the air and you wouldn’t know how much you owed, It just 
shows how impractical and unworkable it is. 

Mr. Brawtey. Mr. Chairman, I think it is interesting to note that 
Mr. Brady comes from the Hearst organization. I believe that the 
president of the Hearst Corp. is a member of the Postmaster Gen- 
eral’s citizens advisory board. Is that right? 

Mr. Brapy. Yes, he did not concur, however, in the Postmaster 
General’s report. 

Mr. Brawiey. How long has he served on the Postmaster General’s 
Advisory Council ? 

Mr. Brapy. Roughly 2 years. I would say that he “served” would 
be an exaggeration. He has been appalled by some of the Postmas- 
ter General’s suggestions because Mr. Berlin has devoted his life, from 
young man, to the publishing industry and he knows what some of 
these things would do and he believes, as I think most of us in the 
industry believe, that there is a very strong element of public service 


in the post office and the thought of changing historic policy and sud- 

denly converting the post office into a big-business operation with pay 

or out you go, is a little appalling to Mr. Berlin. He has never been 
’ 


very enthusiastic about that. As a matter of fact, he has not con- 
curred in this last recommendation. 

Mr. Berlin has the old-fashioned traditional American belief that 
the post office is a public service and not unlike the Veterans’ Admin- 
istration or any one of our Government departments, and like myself 
Mr. Berlin is not a person who goes sear disparaging Government. 
We believe that Government is very necessary, and we feel that most 
of the men in Government will compare very favorably and some- 
times very often far ahead of the people in private industry and we 
don’t think suddenly and overnight the post office should be perverted 
into a big-business operation and where the people are entitled to no 
service. We are always very concerned; if this theory they have was 
carried to its logical and I think inevitable extreme the rural free de- 
livery will be eliminated. / 

The Cuairman. I think part of the post office is considered public 
service. 

Mr. Brapy. Oh, I think it is. 

The Cuarrman. And, of course, part is a function of the Govern- 
ment. I’ve never contended that all of it is a business, nor all of it 
a public service. It isa mixture. 

Mr. Brapy. You have a mixture and it is something that is required, 
but suddenly to throw out and eliminate the public service aspect in 
my opinion isa very frightening thing. 
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The CuatrMan. Any other questions? 

Senator Cartson. No questions. Thank you very much, Mr. Brady, 
Mr. Brapy. Thank you, Senator. 

The Chairman. We will now hear from Mrs. Marion M. Wilcox. 


STATEMENT OF MRS. MARION M. WILCOX, PRESIDENT, KOZAK 
AUTO DRYWASH, INC., BATAVIA, N. Y. 


Mrs. Wixcox. Mr. Chairman and member of the Senate Post Office 
Committee. My name is Mrs. Marion M. Wilcox, of Batavia, N. Y. 
I represent Kozak Auto Drywash, Inc., a corporation chartered under 
the laws of the State of New York in 1926, of which I am president. 

We oppose any rate increase on third-class bulk mail at this time. 

We are manufacturers. We sell and deliver our goods by mail. 
Manufacturers need 12 months to change their planning and budg- 
eting. The proposed rate increase would destroy our budgeted profit 
for this fall Christmas selling season. 

The CHarrman. When you say 12 months, do you mean 12 months 
on any increase at all ? 

Mrs. Wiicox. Six months on any increase. We start our plans a 
vear ahead. We make our plans a year ahead and then by 6 months 
everything goes into production, prices are printed, and so forth. 

The CuHatmrman. Then, in your case, would it be better to apply an 
incremental rate increase, of perhaps half the first 3 months and the 
other half in 6 months? 

Mrs. Wiicox. Well, all of our plans, our printing—prices are 
printed 6 months in advance so that there could be no change in our 
price and if our costs are increased within that time, then we have no 
way of recovering that. 

The CuatrMan. I see. Please explain that. 

Mr. Wiicox. Here is our fall budget. Since the first of July our 
6-month plan has been closed and work started. First we buy a car- 
load of paper. This is more than enough and runs over into the second 
6-month plan. Next we buy 5 million envelopes. This is also more 
than enough and runs over into the second 6-month plan. Our fall 
prices are fixed as of July 1. Printing starts then in our own print 
shop. We will mail out 114 million pieces of mail during October 
and November. 

The CuHamreman. So, any adjustment in rates should be prior to July 
the first. 

Mrs. Wircox. That is right. 

The CuatrmMan. So that you could make your adjustments on July 
1 for the following year. 

Mrs. Witcox. Yes. 

The CyarrMman. That would give you a chance to absorb the in- 
crease In your business. 

Mrs. Wincox. Yes; of course it depends on the seasonal business. 
Some direct mail businesses have more than 1 seasonal period and for 
each seasonal period they would need 6 months in advance if they 
had a seasonal period in the spring and again in the fall. 

The Cratrman. Did the Department stop deliveries of your mail 
on Saturdays? 

Mrs. Wiicox. They stopped deliveries on Saturday, yes. 
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The Cuarrman. Did that hurt you in any way ? 

Mrs. Witcox. The deliveries on Saturday did not hurt us because 
we always pick our mail up, so that wouldn’t inconvience us in any 

way. 

We will mail out 114 million pieces of mail during October and No- 
vember, to old customers and prospects. 

Our budget calls for a postage rate of $15 per thousand. The pos- 
tage bill is $22,500 for the outgoing mail. This outgoing mail gen- 
erates incoming business-reply envelopes on which the rate has al- 
ready been increased from 4 cents to 5 cents. It also develops out- 
going parcel post to deliver each order received. And, of course, all 
of our customer mail amounting to about 400,000 pieces goes out on 
Form 3547 requested to clean the list which is always done on mail- 
ings to our own customers. The rate for this service has already 
been increased from 2 cents and 3 cents to 5 cents. 

Our cost, doing our own printing and buying paper and envelopes 
in the above quantities is $75 per thousand pieces which includes the 
fulfillment cost. We have already invested $112,500. Our budget 
calls for a net profit before taxes on this mailing of 314 dollars per 
thousand pieces. Recalling that 1,500,000 pieces are to be mailed this 
estimates our profit at $5,000. If the postage rate is increased from 
$lia scesaiaeh as it now is to as little as 1814 dollars per thousand, it 
completely wipes out our profit. And there is nothing whatever that 
we can do about it now, or any time after the deadline of July 1st. 

If the postal rate is increased to $25 per thousand this is $10 more 
than budgeted which results in a loss to us of $10,000 instead of the 
estimated profit of $5,000. Whenever rates are changed to apply in 
less than 6 months—and preferrably 12 months—to allow manufac- 
turers to adjust to higher costs, the same loss would be incurred. 
Therefore, we oppose any rate increase in third-class bulk mail which 
does not give us, as manufacturers, at least 6 months’ advance notice 
ra preferably 12 months’ notice so we can adjust our costs accord- 


in 

We e are in favor of the Congress making a complete study to de- 
termine how much of the postal service should be covered by ap- 
propriation to offset services performed for the welfare of the general] 
public, in accordance with the report of the Citizens’ Advisory Coun- 
cil to the Senate Committee on Post Office and Civil Service dated 
February 26, 1957, and entitled “The Post Office as a Public Service.’ 

If, as claimed by the Post Office Department, it should be run at a 

rofit, instead of at a so-called deficit, any businessman would imme- 
diately close down all unprofitable post offices, rural free deliveries, 
and the other services detailed in this report. This is obviously im- 
possible. And without Congress making this study, no rate struc- 
ture that is equitable can be offered or considered. 

Both ourselves and other users of the various classes of mail are 
willing and ready to pay their fair share of the cost of handling the 
types of mail they use. But this cost must be determined fairly and 
by no method of possible deceit using statistical presentations to prove 
a point rather than to establish a fact. The honorable chairman of 
this committee, Senator Johnston, has fully outlined the questionable 
practices of the Post Office Department as published in the Con- 
gressional Record, volume 103, No. 109, page 9069, dated Monday, June 
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24, 1957, as previously published in the I 
of June 21, 1957. 

We would like to see Congress give the widest possible publicity to 
this Citizens’ Advisory Council report so the general public can be 
adequately informed of the study and opinion of men such high char- 
acter that their report can be accepted as true fact, and not as probe 
ganda. The authors of this report are men of the very highest caliber 
who could not be bought by any stretch of the imagination, even though 
their report was challenged ‘by the Postmaster General before the 
report was released to the public. 

Let the U. S. News & World Report publish in full “The Post Office 
as a Public Service” and let the public see the other side of this pic- 
ture, and report back to Congress their wishes which have been un- 
tainted by untrue or at least, question: able propaganda put out by the 
Post Office Department. We know by first hand experience, through 
our own distribution of this report that the public will be shocked by 
the way they have been misled, by these efforts to raise extra taxes 
through a stamp tax such as is proposed in this postal bill. 

We. petition that Congress, by legislation, will clearly define just 
how far the executive branch of the Government may go in arbitrarily 
ordering embargoes on third-class or any class of mail, as was threat- 
ened by the Postmaster General this past April, ostensibly to gain 
deficiency appropri: ation for the fourth quarter of the Government’s 
fiscal year 

The impact of such threats is especially severe on manufacturers 
whose goods and selling season are seasonal. We have 2 selling sea- 
sons, first the Christmas gift season for which our solicitations are all 
mailed during October and November. And second, the spring clean- 
up season which varies with geographical latitude, when the house- 
wife starts her spring housec leaning. Our spring mail starts to go 
out in January, increases in February, and is finished in March and 
April. The plan for the spring outgoing mail is completed and closed 
on September ist and goes into printing production about the Ist of 
November. 

The embargo threats last spring tied up a large part of our March 
and April mail in terminals and post offices all over the most populous 
northern part of the country. This delay held up delivery as much 
as 4 or 5 weeks beyond the peak of the spring cleanup season. This 
resulted in a large part of our promotional investment bringing 
a loss due to no fault of our own, as compared to the estimated profit 
gained, prior to the embargo publicity in newspapers, radio, and TV, 
which emanated from the extensive publicity department of the post 
office, so it said. This cost us many thousands of dollars over which 
we had no control whatsoever. 

A corollary to ill-considered directives issued without careful con- 
sideration is the demand that second- and third-class mail be zoned 
by number in those 106 cities which have postal zones. Here are two 
letters I would like to read which point out the impossibility of con- 
forming with this directive in the time allowed : 


J. S. News & World Report 
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JULY 18, 1957. 
Mr. Epwin RILey, 
Mail Classification Division, 
Post Office Department, 
Washington, D.C. 


Dear Mr. Riteyr: In 1953 we started to try to solve the city zoning probleni. 
We arrived at a partial solution exemplified by the enclosures plus a detailed 
procedure for our order and stencil departments. 

As previously advised there has been no standardized pattern to follow and 
most mailers have their own pet scheme which may or may not be acceptable 
to other mailers. 

We believe there is general merit in our particular scheme to expedite handling 
and delivery of mail by unexperienced employees of our own as well as the 
Post Office Department. 

The ultimate solution of this city zoning problem will probably have to come 
from the Post Office Department in the form of a printed book to be sold 
to the public, and to summarize all postal zone numbers for all cities in one 
volume. . 

Then every day when some 2 or 3 individual zones are altered geographically 
and mimeographed sheets are sent out sometimes, you would begin to get 
in Washington some slight idea at least of the utter confusion existing when 
106 zoned post offices with thousands of zone numbers arbitrarily change the 
geographical areas 2 or 3 times a day. 

Bearing in mind that this would result in hundreds of stencil corrections 
daily for each mailer and that such corrections will cost a minimum of 10 
cents each including clerical time as well as stencil cutting, you can estimate 
roughly why this problem will never be wholly solved regardless of any directives 
from Washington * * *, 

* * * simply because the public refuse in so many instances to supply their 
postal zone and it is utterly impossible as things are at present for the mailer 
to look up every street in every city and determine the correct zone which are 
in a constant state of change, for those patrons who refuse to supply information 
needed. 

It is not only a public-education operation you must perform on the public but 
also a classification of information in a standardized form for all mailers to 
conform to. 

And it will take years to really get the job up to some degree of completion 
(75 percent, perhaps). 

Mailers are just as anxious as you are to help expedite mail handling and 
delivery. The spirit of cooperation you have shown is something entirely new 
and most satisfactory to us and I feel that if it permeated the whole relation- 
ship between mailers of all classes and the Post Office Department from top to 
bottom, nothing but good could come from it. 

Kozak Auto DrywasuH, Inc. 


Aveust 9, 1957. 
Mr. Epwrn A. RIey, 
Mail Classification Division, 
Post Office Department, Washington, D.C. 

Dear Mr. Ritey: We have just completed putting the stencils of State of Massa- 
chusetts ino the new mailing order required by the directive on city zone num- 
bers and dispatch regulations 126.23. 

Out of a list of 400,000 there are approximately 17,000 in Massachusetts. It 
has taken 200 man-hours to do this work. 

5.6 percent of the names had to be corrected or zone numbers added. 

4 percent of the names had to. be individually looked up by the street to learn 
the correct zone number. 

29 percent of the names were segregated into towns in which there were 9 or 
more names. 

44 percent of the names were segregated by zone numbers. The balance or 
27 percent were in State packages category. 

62 towns had 9 or more names: 64 named post offices had zone numbers. We 
do not know the number of towns with 8 or less names. 

5.6 percent of 17,000 is 950 stencils to be segregated, corrected, and reinserted. 

You can estimate how long and how costly this operation will be as these figures 
are closely accurate. 
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. Before anything can be done at all to change over a geographical alphabetical 
st a oo 

* * * the first thing is to make up an alphabetical list of all zoned post offices 
showing their zone number and the postal district under which they come. These 
zone numbers should be printed in the Postal Directory and where one street has 
two zones, refer the search to the city zone guide. We use LUS which means 
looks up street. Plus an alphabetical list of probable 10 or more in one town. 

We are starting this work for New York State. It appears there will be 
275 to 300 named, zoned post offices, and each operator must have her own 
individual alphabetical list to refer to constantly to know— 

1. What zone number to use. 

2. Whether or not the street has to be looked up to determine the zone 
number. 

3. Under what postal district office it will eventually be filed. 

Either the Post Office Department will have to sort out the named cities and 
stations and print the list, for each State or several tens of thousands of third- 
class bulk mailers will have to do so themselves, before they can even start to 
work a single State and put in the required order. 

In addition, each mailer will have to make his own list of towns of nine 
or more names which do not have zone numbers as a reference to locate any 
particular stencil for correction or destruction in the future, or mark up a 
special postal directory for this purpose. 

We feel the proposed program is not of insurmountable difficulty but will take 
many months, if not years, and cost a terrific amount of money for each third- 
class bulk mailer. 


Kozak AuTo DrywasH, INc, 

In conclusion may I summarize: 

First, we oppose any increase in postal rates without at least 6 months 
and preferably 12 months notice, so we may adjust our plans and costs 
to them. 

Second, we urge full publicity of the report of the Citizens’ Advisory 
Council, and a determination of costs of public welfare services per- 
formed by the Post Office Department. Any subsequent increase of 
postal rates found to be needed thereafter, will unquestionably be fair 
and acceptable to all users of the mails. 

Third, we petition that Congress clearly define the limits of the 
Post Office Department with regard to whether or not any class of 
mail may be embargoed. 

Gentlemen, I thank you for your very kind attention and know you 
will give careful consideration to my suggestion. 

The Cuarrman. Weare certainly glad to have you with us to present 
your views and your problems. We are seeking information and such 
information as this is very important to us. 

An important point that you presented to the committee concerned 
the embargo. We know now that you were injured by it, to the extent of 
time and money. And a loss of money is reflected in a loss of income 
taxes to the Government. Many companies such as yours must be 
similarly affected. 

Mrs. Wixcox. I thank you for your kind attention. 

The Cuarrman. Is there anything else? 

Senator Cartson. The only thing, if we have to conclude the ses- 
sion, I hope the remaining witnesses can put their statements in the 
record. 

The Carman. We are not sure we are going to be able to meet 
tomorrow or Thursday. 

Senator Cartson. Mr. Chairman, I suggest in view of the fact that 
we are meeting at 10 o’clock, if there are some that had planned on 
coming in to testify, I believe they should be notified. I do not be- 
lieve we can meet. 
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The Cyaan. This does not mean that the hearings are stopped 
even when we adjourn this group of hearings. If we do not finish 
with this bill this year, we are going to have some hearings in the 
meantime and some more hearings on this policy. This policy is 
very important, too. 

enator Cartson. I would like to suggest if we cannot secure final 
action on this bill this session, that you consider holding some hear- 
ings maybe this November or December so we can get this thing un- 
derway. 

i, I will find out if we can. We have both of those 
bills before us and we can have the hearings together, maybe one 1 
day, and the other the following day and keep them together, when 
you can be here and I can be here and get the majority of the sub- 
committee together. 

Senator Cartson. I think it is important we do this early. 

The Cuatrman. I would not want to hold hearings unless we have 
representatives from the majority and the minority sides. 

itnesses who have appeared may submit further testimony for 
the record and we will be happy to print their views. We want all 
the information that we can get in order to arrive at some fair and 
equitable solution of this complex problem. 

Senator Cartson. Or, you may come back at a future date. 

I move we recess. 

The Cuairman. It is so ordered. 

(Whereupon at 11:30 a. m., the hearing was adjourned to reconvene 
at the call of the Chair.) 
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WEDNESDAY, DECEMBER 11, 1957 


Unrrep Srares SENATE, COMMITTEE ON Post OFFICE, 
AND CIvIL SERVICE, SUBCOMMITTEE ON PostaL Raves, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:30 a. m., in Room 
135, Senate Office Building, the Honorable Olin D. Johnston, chair- 
man of the committee, presiding. 

Present : Senator Johnston, chairman of the committee. 

Also present : Mr. H. W. Brawley, Executive Director, Committee 
on Post Office and Civil Service; Mr. Frank Paschal, minority pro- 
fessional staff member. 

The Cuatrman. The committee will please come to order. 

We will continue our hearings on H. R. 5836, an act to readjust 
postal rates and to establish a congressional policy for the determina- 
tion of postal rates, and for other purposes. 

Our first witness this morning is Mr. L. B. Whitehouse. 

Will you identify yourself for the record, stating your full name 
and your connection ¢ 


STATEMENT OF L. B. WHITEHOUSE, VICE PRESIDENT, MORTON 
MANUFACTURING CORP., LYNCHBURG, VA. 


Mr. Wurtrenouse. Mr. Chairman, my name is L. B. Whitehouse. 
I am vice president of Morton Manufacturing Corp., Lynchburg, Va. 
[ am appearing in place of Mr. Myers, who 1s secretary-treasurer of 
our company and who is unt ible to be here this morning. 

The CHamRMAN. We welcome you. 

Mr. Wurrenouse. Thank you. 

Our business was established over 38 years ago. We manufacture 
and sell a general line of toilet preparations, food specialties, flavor- 
ings, household products, medicinal products, and certain toiletry and 
medicinal specialties. 

Blair Quality Products, which is a division of our parent company, 
the Morton Manufacturing Corp., distributes a general line of more 
than 200 products through independent de alers, operating on their 
own, who sell to consumers through house-to-house canvass. 

Sales are predominantly promoted through the use of the postal 
service, largely through third-class mailings. 

We met with reverses in the formative years of our operations in 
attempting to sell our products to the wholesale and retail trade 
through salesmen and the use of newspaper and magazine advertis- 
ing. ‘When I s say reverses I mean really reverses. We were plumb 
broke but nobody knew it but ourselves. We kept quiet about it. 

The Cuarrman. When was that ? 
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Mr. Wurrenovse. That was in 1921. 

The CuarrMan. You got by the thirties, then? 

Mr. Wurrenovse. Yes, sir; we got by that. 

The CuarmrMan. You are to be commended for that. 

Mr. Wurrenovse. If I may divert for a moment, the thirties found 
a spot in which this business of direct selling was very useful to many 
people throughout the United States. Many people were without em- 

loyment in 1932, 1933, 1934, and perhaps our business growth was 
arger percentagewise during that time than any other in our history 
because of the fact that we enabled many people who were out of work 
to find a means of making a dollar for themselves. 

We then turned to direct selling and to the use of the United States 
mail to recruit dealers and promote sales. 

From the very beginning, our entry into the direct-selling business 
and promotion by mail was rewarded with increased sales. 

We pay sincere tribute to the postal system, operating for the 
benefit of all the people, that afforded us a service that played such 
an important part in the growth and development of our business 
through the years. 

All increases in H. R. 5836 will impose a serious impact upon our 
cost of doing business, but when the proposed increases for third class 
become effective, the growth and development of our business will 
suffer, because of the importance of third-class mail in recruiting new 
dealers. We believe the proposed third-class rate prohibitive and, if 
enacted, we must look for other means of promotion. 

When we leave third-class mailings out of our operations, not only 
will we suffer through loss of profits, there will be a corresponding 
reduction or complete elimination of our income-tax payments to the 
Federal Government, and the postal revenue must also be propor- 
tionately reduced. 

Last year our account with the Post Office was over $365,000. Under 
third-class mail we sent out approximately 5 million pieces at a 
postage cost of over $75,000. I might divert for a moment to say that 
the proposed rate of 114 cents to 21% cents represents a 6624-percent 
increase in rates, and when that becomes effective, it will make an 
additional cost in the operation of our business, provided it is the 
same as it is now, of $50,000 per year. 

The CHarrman. I think it would be well to explain just how that is 
brought about, the increase from 114 to 214. The public may not 
understand that. 

Mr. Wuirenoce. A 1-cent increase over 114, I figure it is 6624 per- 
cent. Applying that figure to our present third-class postage cost 
of $75,000, that produces the $50,000 figure, and that, incidentally, will 
cut into our profits very high, percentagewise. and of course will re- 
duce our taxes, which is an item that enters into it. 

Of course that figure doesn’t mention the first costs that we would 
be subjected to, such as first-class and postal cards, service items such 
as money orders and so forth. 

The purpose of our third-class mailings is to promote sales and as 
a result we received under first-class mail over 143,000 applications 
for sales outfits. These mailings produced approximately $30,000 in 
first-class postage to cover incoming letters and orders. Our outlay 
in third-class postage also resulted in our own further expenditure 
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for first-class, fourth-class and other services of some $290,000. This 
amount does not include money order fees paid by our dealers for 
many thousands of money orders which we receive daily in large 
volume. Our third-class promotion in 1956 produced in the neigh- 
borhood of 38,000 orders from new dealers amounting to approxi- 
mately $800,000 in new sales. These new dealers who started in 1956 
will continue to produce sales for us and revenue for the Post Office for 
many years to come. It should be noted here that no reference is 
made to the volume of sales and postal revenue produced during 1956 
by other dealers established in prior years. 

I would like at this time, Mr. Chairman, to add an item to this state- 
ment which was very hurriedly made because of the short notice we 
had. I would like to comment for a moment on a heavy postal burden 
that is particularly unnecessary and a costly penalty, harassing many 
tens of thousands of small businesses dependent on parcel post for the 
distribution of their products and services. It is the lack of nation- 
wide size and weight uniformity for parcel post packages. 

In your consideration of a much needed postal policy I am sure 
this parcel post problem, plaguing not only mailers but also the Post 
Office Department, is having your careful attention. 

Acting in a sense as spokesman for a host of other small-business 
men, I express the hope that this committee may provide an early 
solution of this parcel post size and weight problem so painful and 
so costly to so many, including the Post Office Department. 

In the case of my own company this lack of parcel post uniformity 
costs us, just in internal operations alone, some $42,500 a year. This 
money is taken directly from our already slim profit margin, which 
I might say in our direct selling division is minus 5 percent before 
taxes. When we take off the taxes from that profit, it will be further 
greatly reduced through these increased cost of postage rates. Saving 
this item of size and weight limitation will be very helpful to us. 

We don’t even have the cold comfort that the law which destroyed 
nationwide parcel post size and weight uniformity benefits someone 
somewhere. 

Five years of practical experience has given ample proof that no 
one, not even the proponents of the law which destroyed uniformity, 
has benefited from that legislation. 

The parcel-post size and weight law, Public Law 199, should in the 
interests of the majority of the American citizens and in the interests 
of the Government, be appropriately amended. I sincerely feel and 
rightly, I believe, that this committee can and will in its development 
of. a much needed postal policy provide a cure for this size and weight 
cancer so debilitating to the economic health of much of the small- 
business community of our Nation. 

In our opinion the post office canont be operated as a business, in 
the strict sense of the word. Its function, as is true of many other 

overnmental agencies, is to render service to the people. It is our 
belief the prevailing third-class postal rates produce postal volume 
for all other classes, they serve our business in its growth and because 
of this growth, there is general economic improvement. Such growth 
in our business cannot be continued under the confiscatory rate in- 
creases now proposed. 

Right at this point, Mr. Chairman, I would like to inject another 
remark, and I feel highly honored when one of the gentlemen told 
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me on this side of the table. I sat down here and I see “Mr. Neu- 
berger.” I feel highly honored to be sitting in his seat. I think it 
is highly appropriate because I am making reference to something 
that Mr. Neuberger recently had to say. 

I should like to depart from my prepared testimony for a moment 
to invite your attention to a statement of last Friday, December 6, 
and this statement only came to our attention yesterday through a pub- 
licity release, and that is the reason for the preparation of this brief 
supplement to my statement. 

Your distinguished colleague, Senator Richard L. Neuberger, in 
addressing the Oregon Newspaper Publishers Assoc iation—y ou and 
the citizens of Oregon are one in holding Senator Neuberger in high 
esteem—the Senator’s comments of last Friday in Portland concern- 
ing third-class mail are most pertinent to your deliberations here 
today. Senator Neuberger said: 

The proposal to raise the per-piece rate on third-class mail from 114 to 2144 
cents is far too drastic. It would cause widespread damage to small business 
which is already in sore straits. Many small businesses in this country find 
third-class mail essential as an effective and economical means of advertising 
and selling their products. These are the small businesses which cannot afford 
the substantial cost of advertisting through radio, television, and the press. 
I feel that the United States Government owes small business every possible 
encouragement to prosper and grow. There has been testimony before the 
committees of Congress that small businesses dependent upon the mails could 
not survive this large increase proposed in postal rates. Bear in mind that 
there are 225,000 third-class mail permits in existence today. It is estimated 
that the users of these permits have built up a total of about $15 billion annual 
business. I, for one, would want to approach the matter of increasing third- 
class mail rates with exceeding caution and with the full knowledge of the 
great damage to the national economy which could easily result from ill-con- 
sidered congressional action. 

Those words by Senator Neuberger fit into our picture so perfectly 
that I just had to quote them here at these hearings. I am sure the 
views expressed by Senator Neuberger are shared by every member 
of this committee. His comments will certainly be read with approval 
and gratitude by every user of third-class m ail, not only in Oregon 
but throughout the Nation, and particularly by representatives of 
small business like me. 

The future, the actual survival, of a host of small businesses is 
in your hands and in your decisions on third-class mail rates. I sin- 
cerely believe that this applies with equal force to other businesses 
whose income depends primarily on the use of the postal service. 

Thank you very much. 

The Cuarrman. We are certainly happy to have you appear before 
us, Mr. Whitehouse. I agree with you thoroughly ‘that the threat of 
putting small-business men out of existence is a serious question. 

I have just been informed that approximately 12,000 more small 
businesses will go out this year than went out the year before, and 
last. year was greater than the year before. That being so, you can 
readily see that there must be a great many other small businesses 
right on the borderline that could go out of existence very easily. 

Mr. Brawiey. How many people do you employ in your plants? 

Mr. Wurrenovuse. We employ approximately 225 people. 

Mr. Brawtey. Is there any other business in Lynchburg 
than you? 
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Mr. Wutrenovuse. Oh, yes. 

Mr. Brawuey. Do you consider yourself a small business or a 
medium-sized business or a large business ! 

Mr. Wutrenovse. Well, I think that it is a relative thing. Some 
people think that we are big- business people. I think we are classi- 
fied as small business. 

By way of illustration, I would mention that I was talking to a 
friend of mine about a boy that I grew up with. 

He said, “He has certainly done wonderfully well. He is a rich 
man.” 

I said, “What do you think Bob is worth?” 

He said, “He is worth—I know he is worth about $40,000.” 

I said, “That is a pretty good piece of money in anybody’s opinion.” 

Not long after that I was talking about another friend, and he 
spoke of a mutual friend who had done mighty well, and he said, 
“He is a rich man.” 

I said, “What do you suppose he is worth?” 

He said, “He is worth a good three-quarters of a million dollars.” 

So I think that parallels your question about whether we are large 
or small. In the eyes of some people it is a great big company; 
in the eyes of our largest industry, which employs about 3,500 people, 
I expect we are small. 

The Cuamman. What is the average wage of your employees? 

Mr. Wirenovse. We have a minimum wage of $1 an hour on a 
40-hour week. Our average wage is in excess of the minimum. 

The Cnuamman. That is after income taxes? 

Mr. Wurtrenovse. Yes. We withhold income taxes from every 
employee we have. 

The Cuatran. Do you know how much the withholding taxes 
amount to during a year? 

Mr. Wuirenovse. I cannot answer that question. 

The Cuairman. If people are not working, they cannot pay taxes. 
That, simply, means that the general fund of the Government re- 
ceives lessmoney. That is why I ask. 

Mr. Wurrenovuse. Yes, sir. 

Mr. Brawiey. What were your total sales last year? 

Mr. Wuirenovuse. On this Blair division, to which we are re- 
ferring in this statement, slightly in excess of $2 million. 

Mr. Brawrey. And you say your account with the post. office is 
$365,000 2 

Mr. Wuirenovuse. Yes, sir. 

Mr. Brawrry. What proportion of your cost of business is that 
postal bill? Can youestimate that, roughly ? 

Mr. WHirenouse. Roughly, 3314 percent. 

Mr. Braw ey. Roughly 33144 percent of your total cont of doing 
business is postage. In other words, you estimate that 3314 ; percent 
of your cost of doing business would be increased by 66 pere ent under 
this bill? 

Mr. Wutrenovse. No, sir, not all of it, because this $365,000 that 
we spend with the post office covers everything. The postage item 
of third class, $75,000, would be increased by 6624 percent. 

Mr. Brawtey. Part of that is first class, and that would be in- 
creased by some—— 
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Mr. Wurtrenovse. In that $365,000 that would be increased by the 
increase on first class, the increase on postal cards, which is quite an 
item in our business, and that is a heavy increase there. The serv- 
ice items such as money orders and so on; we do not pay the cost 
of the money orders; our customers pay that. But that is a big item 
there. 

The Cuatrman. I have been doing a little figuring. You say that 
you pay to the post office $365,000 ? 

Mr. Wurirenovuse. Yes, sir. I will say this, Mr. Chairman: We 
are the largest customers of the post office in Lynchburg, in spite of 
the fact that there are companies there much larger. For instance, 
our largest company, I guess, Craddock-Terry Co., employs 2,500 
people. General Electric has a large plant there. But we are among 
the smaller companies, although we are the largest customer of the 
post office. 

The Cuarrman. Going through this, I notice $75,000 is paid in 
third class. An increase of two-thirds would be an increase of $50,000, 
is that right ? 

Mr. Wurrenovse. Yes, sir. 

The CHarrman. What are your figures on first class? 

Mr. Wurrenovuse. Unfortunately, Mr. Myers, who is secretary- 
treasurer of our company, is a certified public accountant, and he has 
all of these statistical figures at the tip of his tongue. I only came 
over today because it was impossible for him to be here. I don’t 
follow the details of many of these figures here as closely as he does. 

These mailings that we sent out produced $30,000 in first-class 
postage, on those orders and letters that were sent in as a result of 
those mailings. But that does not constitute our entire first-class ex- 
penditure. 

The Cuatrrman. You said your net profits were less than 5 percent, 
did you not ? 

Mr. Wurtrenovse. The profits—— 

The Cuarrman. Before taxes. 

Mr. Wurtrenouse. The profits of our Blair division is slightly 
minus 5 percent before taxes. 

The Cuarrman. Before taxes? 

Mr. Wutrenovuse. Yes, sir. 

The Cuatrman. If you do a $2 million business, your net profits 
before taxes amounts to $100,000; is that correct? That would be 
5 percent. 

Mr. Wurrenovuse. I beg your pardon. There are 2 items in fig- 
uring that 5 percent. I took into account the proposed increase, the 
possible increase in the postal rates. 

The Cuarmman. You took that into account when you said 5 percent. 

Mr. Wurrenovuse. Yes, sir; I added that in. 

The CuHarrmMan. I was just figuring that up, and I noticed it was 
getting close to your margin. If you have already deducted that 

Mr. Wuirenovuse. That does not take into consideration the taxes. 
For instance, the figure I have right here 

The Cuamman. What taxes do you make reference to? 

Mr. Wuitenovuse. Federal and State taxes, which amount to 53 
or 54 percent. 
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Mr. Brawiey. Mr. Whitehouse, do you consider the profit picture 
of your company, at the present time, to be such that you could ab- 
sorb completely the increases of this rate bill ? 

The Cuarrman. Let me pursue this other first. You say your 
taxes amounted to 53 or 54 percent. You are speaking of income 
taxes? 

Mr. Wutrenovuse. Yes, sir. 

The Cuarrman. Do you have to pay any other taxes that you would 
add on to that? Are there any of your products on which you have to 
pay the 10-percent excise tax? 

Mr. Wuirenovse. There is an interesting story in that connection, 
Mr. Chairman. We manufacture and sell toilet preparations, which 
are subject to an excise tax. Those taxes are usually checked over 
the counter when they are sold in stores. The merchant adds the 
tax. Our people who sell our goods are men and women, individuals 
scattered throughout the country. They are not merchants. They 
are outside of the busines world, so to speak, and they are not 
familiar with collecting taxes from their customers and remitting 
to the Treasury Department, the internal Treasury Department for 
those taxes. 

So, we go to the Treasury Department. We were one of the first 
people in the country. We live close to Washington and we can run 
over here and look after a lot of things personally which people far 
away don’t find it convenient to do. We came over to Washington 
and we went into the Internal Revenue Service, the Treasury Depart- 
ment, and we said, “We have these thousands of people, small people, 
men and women, who are selling these goods for us, and when we 
say to them, ‘You must collect a 20-percent tax or 10-percent tax on 
this toilet preparation,’ it frightens them and they say, ‘If I have 
to do that, I am not going to sell these goods; I am going to leave 
them alone.’ ” 

We want to do everything that we can to break down resistance 
to being a dealer to sell our products. So, we say to the Treasury 
Department, “We would like to enter into an arrangement whereby 
we will collect this money for you.” 

The CuatrMan. So you charge that into your sales? 

Mr. Wurrenovuse. So we charge that into our sales and our dealer 
has nothing to do with it, and we remit all of the taxes on our toilet 
preparations direct to the Internal Revenue Service, and we collect 
a pretty nice piece of money. 

The Cuarrman. Do you have those figures? The purpose of my 
question is this: If you happen to throw a small business out of 
existence, the Government loses those taxes. It loses those regard- 
less of whether you make a profit or not. 

Mr. Wiurtrenovuse. I can’t give you the figures, but we have paid 
several million dollars into the United States Treasury. 

The Cuatrman. It would be beenficial for this committee to know. 

Mr. Wuirexovuse. That is on this item. And I venture to say, 
and I am sure there are other direct sellers sitting in this room who 
will substantiate this statement, I don’t think that the Federal Gov- 
ernment would have ever seen one-tenth of 1 percent of those taxes 
if we had not collected it for them. 

The Cuarrman. You are to be commended for performing that 
function. But the concern of this committee at this time is what 
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to do about borderline cases that might be put out of business if an 
additional tax in the form of a postage increase is levied. We are 
looking at the angle of the loss of revenue to the Government from 
taxes. 

Mr. Wurrenovsr. When a handicap as large in proportion as this 
postal-rate increase is placed upon our business, it is bound to greatly 
curtail the taxes that we pay unless we can find some way to circum- 
vent it. Sometimes we can help that and other times we cannot. I 
will give you an illustration in that connection. 

When Public Law 199 went into effect, two things happened. They 
increased our rates heavily, and they restricted us on the size of our 
packages. Some 47 percent of our parcels go to the third zone or 
beyond to first-class post offices. Those shipments are limited to pack- 
ages weighing not more than 20 pounds each. There are very few 
orders that we ship in that classification that do not require at least 
2 boxes, sometimes 3. Of course, that multiplies the work in the 
post office. 

We are faced with that. So what do we do? We go to work and 
attempt to effect a saving, and one of the things we did, we pick up a 
package in our line and say, “That is heavy; it costs money to send it 
through the mail. Let’s find a substitute for it that doesn’t weigh 
much.” So we throw out the hedey items and by constantly studying 
those things we have changed the picture on our parcels consider: ably. 

I made a statement here before one of the committees in connection 
with Public Law 199 some time ago. It was the Subcommittee on 
Postal Operations, in 1954. 

In that statement, approximately 20 percent of our shipments go 
to zone 3 or beyond, and to a first-class post office. Today, 34 percent 
of them: go. And the reason for it is that we have greatly reduced the 
weights of those things. As a result, instead of a serious handicap 
as to the size and weight limitations of 70 pounds and 100 inches, 
we can reduce our requirements considerably as to that 70 pounds and 
the 100 inches. For instance, if we had a maximum of 50 pounds, I 
think it would cover our business today. But we have brought that 
about by reducing these weights to save this postage. / 

That is one way of circumventing that. Whether we can circum- 
vent this other thing or not, I don’t know. We would have to study it. 

Mr. Brawiey. Mr. Whitehouse, I-have 1 or 2 questions before you 
conclude your testimony. 

You have an increased cost here. How do you propose to absorb 
that cost? Is your profit picture such that you can absorb it without 
any increase,in the price of your products ? 

Mr. Wurrenovse. Of course, as soon as we know that we are going 
to be faced with these increased postage rates, every resource that we 
have at our command will be assembled, and we will study every pos- 
sible way of getting around it. T don’t know what we will do. We 
have had to cut corners so much in the past that maybe we have 

reached the point that we are saturated with these ways and means 
of reducing these things. We will have to find some way of getting 
around it. I guess we will have to do something about this third 
class, find some other way to recruit our dealers instead of third class. 
Mr. Brawtey. Or increase the price of your products / 
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Mr. Wuirenovse. Well, that is another thing that we consider, but 
we feel that we have gone about as far as we can on increasing the 
produc ts. 

The Cuatmrman. Didn’t you say a few minutes ago that you had a 
profit of just a little less than 5 percent after taking into consideration 
this new tax? 

Mr. Wurrenouse. Yes, sir. 

Mr. Pascnan. Mr. Whitehouse, have you stated what percent of 
your total business is done by mail ? 

Mr. Wutrenouse. About 40 percent. 

Mr. Pascua. Have you the figures on what percent of your total 
profits is composed of your mail business / 


The Cratrman. If you don’t have that information available, you 
may furnish it for the record. We would like to have it. 

Mr. Wurrrnovser. I can’t answer that now. Whatever I say would 
have to be a guess. 

The Cuairman. Thank you for appearing before us. 

(The following communications, containing the information re- 
quested by the committee, were rec eived :) 


MortTON MANUFACTURING CORP., 
Lynchburg, Va., December 12, 1957. 
Hon. OLIN D. JOHNSTON, 
Chairman, Senate Post Office and Civil Service Committee, 
Senate Ofice Building, Washington, D.C. 

DEAR SENATOR JOHNSTON: I am writing to express my thanks to you for the 
privilege of appearing before your committee yesterday. The time given and 
the courteous treatment received are much appreciated. 

You will remember my remarks regarding our collection of the Federal retail 
excise tax on our sales of taxable toilet preparations for our Blair Quality Prod- 
ucts division. Upon returning to my office today, to satisfy my own curiosity, 
I looked up the record and I believe you will be interested in the figures revealed. 
Since this law has been in effect (a wartime emergency measure), we have col- 
lected for and remitted to the Federal Treasury the amount of $2,184,159. As 
stated in my testimony, I do not believe that one-tenth of 1 percent of this amount 
would ever have reached the Revenue Service if we had not voluntarily collected 
it for them. 

You may also be interested to know, Senator Johnston, that we collect this same 
tax from our dealers in the State of South Carolina and last year we remitted 
approximately $2,750 to your State treasury covering this item. 

May I take this opportunity to extend to you the season’s greetings and best 
wishes to you and yours for the new year. 

Very sincerely, 
MortON MANUFACTURING CoORP., 
L. B. Wuitenouse, Vice President. 


Morton M Any FACTURING CorpP., 
Lynchburg, , December 13, 1957. 
Hon. OLIN D. JOHNSTON, 
Chairman, Senate Post Office and Civil Service Committee, 
Senate Office Building, Washington, D.C. 

DeaR SENATOR JOHNSTON: In writing you yesterday I inadvertently referred 
to the South Carolina tax as being the same as the Federal retail tax which we 
collect from our dealers and remit to the Treasury. Of course, there is no special 
State tax on toilet preparations in South Carolina. I am sure you oe ind 
that I was referring to the 3-percent sales tax which applies to all retail sales in 
your State. These sales taxes are applicable on sales and must be paid w he ther 
@ company operates at a profit or a loss. They do illustrate the far-reaching 
effect as a whole on the general economy. 
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It is reasonable to assume that any company must operate at a profit or else 
they go out of business and all increases, including those of increased postal rates, 
directly affect income taxes and naturally they reach out to the taxes which are 
collected at the retail level. 


Again, thank you for your courtesy and with best wishes. 
Very sincerely, 
MORTON MANUFACTURING Corp., 
L. B. WHITEHOUSE, Vice President. 


The Cuatrman. Mr. S. T. Barkman is our next witness. 


STATEMENT OF S. T. BARKMAN, OF BERLIN, WIS., EXECUTIVE 


SECRETARY, NATIONAL ASSOCIATION OF ADVERTISING PUB- 
LISHERS 


Mr. Barxman. Mr. Chairman, we thank you for the opportunity to 
present our views. 

I am executive secretary of the National Association of Advertising 
Publishers—S. T. Barkman, of Berlin, Wis. 

Before giving you our views very briefly, Mr. Chairman, I have 
been instructed by the officers and directors of our association to com- 
pliment you on the very splendid speech that you made on the floor 
of the Senate, and also part of it in the article that appeared in the 
U.S. News & World Report. We think that that is one of the clear- 
est and most intelligent presentations of the postal problem that we 
have read. The directors wanted me to compliment you on that par- 
ticularly. And also your bill to provide $2 billion for research and 
modernizing the postal department. We think that is the most sound 
and most efficient proposal that we can agree with. We agree with 
your statement entirely. 

The Cuatrman. Thank you. I think that we should have a postal 
policy. 

Mr. Barxman. To identify myself as a witness, I will say that the 
National Association of Advertising Publishers is the trade organi- 
zation of America’s community shopping guides and free newspapers. 
Most of our papers are weeklies, mailed under third-class bulk rates 
for local or nearby delivery. Most of them are small and pay 1% 
cents postage per copy, the minimum piece rate. The average mem- 
ber mails about 4,000 copies, paying $60 weekly in postage, or more 
than $3,000 annually. 

As passed by the House, the pending bill would raise to 214 cents 
the minimum piece rate under third-class bulk mail, the steepest in- 
crease provided any category of mail. Our average member, mailing 
4,000 copies, would have to pay $100 weekly, or more than $5,000 an- 
nually. A small number of members, with thicker, heavier papers, 
would pay more than the minimum, as a larger number do now. 

Mr. Chairman, we petition that the gross injustice of a 6624-per- 
cent rate increase for 1,000 publishers of community papers in our 
industry be corrected in this Senate committee before the legislation 
as a whole is considered further. We respectfully make that our 
petition. 

At present rates our papers are perhaps the most profitable item 
handled by the thousand post offices we patronize, because our mem- 
bers mail principally for local delivery, and we perform almost all 
the expensive operations which the post offices regularly perform for 
other mailers. 
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Included are the operations required of all third-class bulk mailers: 
(1) We print postal indicia on each piece, thereby eliminating can- 
cellation and the expense of stamps; (2) each piece is faced up and 
tied out in bundles for each carrier; (3) for city carriers the addressed 
pieces are arranged in the order each postman walks the route, thereby 
eliminating much casing time; (4) all papers are transported by us 
to central post offices and postage charges are deposited in advance. 

We petition that the unfair rate proposed for our papers be cor- 
rected by several methods. One, by placing all community shopping 
guides and free community newspapers in the existing special category 
of third-class bulk matter now mailed at 10 cents per pound and 1 
cent minimum per piece, on which category no rate increase is pro- 
vided in this bill. We refer to matter mailed by certain nonprofit 
organizations, including religious, educational, scientific, philan- 
thropic, agricultural, labor, veterans, and fraternal corporations, each 
promoting through the mails their various aims and activities. 

We feel sure you will agree that promotion of trade and commerce 
is an activity of paramount importance in America’s free-enterprise 
system. We believe that our community papers, devoted principally 
to this activity, should be accorded a place in the lowest-rate group. 
This category is already established and our inclusion therein would 
create no problem of administration to the Post Office. 

Another method of correcting the injustice to our papers contained 
in H. R. 5836, would be to extend to third-class periodicals the same 
exemption provided for small second-class publications. Those with 
5,000 or less of press run are exempt from any increase in second-class 
postage rates, and the same proviso should be inserted regarding 
periodicals mailed as third-class matter. The intent of the House 
was to exempt the small publisher. 

May we suggest also, Mr. Chairman, that similar effect could be 
achieved by chenging the language of the provision on controlled 
circulation periodicals by striking out the requirement of 24 pages or 
more, which unjustly discriminates against the small publisher. 
Please permit any size paper to qualify, not just the fat ones. And 
] am sure that we could debate that point endlessly ; that the stipula- 
tion of 24 pages eliminates any opportunity for the small paper to 
qualify under the controlled circulation. 

We respectfully petition that the Senate committee, in its wisdom, 
consider eliminating that 24-page requirement and let the small pub- 
lisher, who can only muster in his village or community 12 pages or 
14, let him qualify as well. . 

Many thousands of small businesses using our publications are 
vitally interested in the postage rates set for our papers, because 
ultimately they pay the bill. Our papers are used almost exclusively 
by hometown retailers, service firms, professional men, civic organiza- 
tions, and churches, for the promotion of trade and community activ- 
ities because of our low rates and uniform coverage of local trading 
areas. QOur customers and our members deserve a break, not the 
steepest increase of all. 

We have confined onrselves, Mr. Chairman, to the brief statement 
which pertains to our own industry. We are willing, since we have 
testified previously before the House committee on two separate oc- 

‘asions in two Congresses, to make ourselves available for any ques- 
tions, if you like. But we do not want to set ourselves up as experts 
21528—58——16 
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in the entire _ establishment, because we naturally know best the 
part that pertains to our own industry and our own business. 

The CruarrMan. I notice one thing that you do, that really saves a 
lot of time and money. I gather from your statement that you do not 
have to cancel ? 

Mr. Barkan. That’s right. 

Th CuatrmMan. I notice, also, that you have each piece already face 
up and tied, ready for the carriers, and that for city carriers the 
addressed pieces are arranged in order for the postman. If every- 
body sorted for the post office that would relieve the post office of a lot 
of work. Do all firms of your nature do that ? 

Mr. Barkan. Yes,sir; almost every member. In fact, I would say 
practically a hundred percent. 

The Cuarrman. Would you object to requiring your members to 
sort and tie? 

Mr. Barkan. No, sir; we would not. We think that is wonderful 
cooperation. 

The Cuatrman. If they profit by the rate? 

Mr. Barkman. They would. 

The Cramman. If they didn’t, then they would have a different rate. 

Mr. BarkMaAn. We would not object to that being required. In 
fact, it would be a saving to everyone, the Post Office, and the carriers. 

The Cuamman. Thank you, Mr. Berken an, for appearing before us 
and testifying. It was concise, and we appreciate it. 

Mr. Barkman. Thank you, sir. 

The Crarrman. Mr. R. L. Guyer, of the Jackson & Perkins Co., 
Newark, N. Y., is our next witness. 


STATEMENT OF R. L. GUYER, OF THE JACKSON & PERKINS CO., 
NEWARK, N. Y. 


Mr. Guyer. Mr. Chairman, members of the committee, I was called 
suddenly on this matter, so I have no prepared written statement. 
With your permission I would like to make a few extemporaneous 
remarks and interpolate from certain data and memoranda that I 
brought with me. 

The Crramman. Proceed. 

Mr. Guyer. My name is Roy Guyer. I came from Newark, N. Y. 
I am with the Jackson & Perkins Co. up there and have been with them 
since 1931. This is our catalog, and these are the types of businesses 
that I represent. 

Of course we have lots of competition. But these are all small 
catalog houses. Substantially the history of our business I related 
to the House committee last year. So in the interest of being exact 
about it, I would like to quote just a little bit of that, if I may. 

The Cuatrman. We can print the entire statement if you wish. 

Mr. Guyer. I don’t want to print the whole statement because there 
are some facts in here that were related that were true last year that 
are no longer applicable. 

The CHatrmMan. Proceed. 

Mr. Guyer. We grow fruit trees, shade trees, rose bushes, shrubs of 
all kinds, evergreens, perennials, other sorts of commodities of that 
nature. We sell at both wholesale and at retail mail order, and, at 
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the present time—and that is also true now—approximately 60 per- 
cent of our total volume is done by retail mail order. 

So that you will have a better understanding of our position, I think 
you ought to have a little background of our business. It had its 
beginning back in 1873 when Charles H. Perkins and his father-in- 
law, a Mr. Jackson, organized a small market gardening partnership 
from strawberry, raspberry, and blackberry bushes which produced 
fruit for the market. Here also were grown plants which were sold 
to neighbors or nearby nurserymen. Little by little the nursery busi- 
ness kept growing. Eventually they went into the rose-growing end 
of the nursery business, and that, too, has grown very considerably 
during the last half century. However, it did not have its real im- 
petus ‘of growth until the plant patent law was passed, I believe it 
was in 1930. That enabled the small nurserymen such as we were 
at that time—and I think that we still are small—to capitalize on the 
research expense that we put into new things. 

But we found out that the public generally was a little slow to 
pick up these new things, and we had to find markets ourselves. We 
couldn’t develop them through dealers. That was why finally in 1939 
we entered the retail mail-order field so that you will note in 17 years, 
from a volume then of about $2 million to a volume now of about $8 
million, we have grown from what would be considered a small busi- 
ness to big business in our field. It is still small business as we look 
upon it from the standpoint of many other businesses in the coun- 
try today. 

With those preliminary remarks I would like to go into a few de- 
tails here. I will try to get you through here by 12 o’clock. 

The Cramman. I have to leave before then. I have just 15 minutes. 

Mr. Gwyer. I have this report here. I have been very busy. L 
haven’t studied it. I think you gentlemen are very familiar with it. 
I did want to comment once in regard to this report that reviewing 
the Advisory Board of the Post Office Department, it looks like it is 
a pretty big aggregation of big business in general. I don’t think I 
need to go further because there is a lot in here that 1 question whether 
or not these men have thoroughly analyzed. I don’t question their 
motives and recommendations on some of these increases. Mr. Sum- 
merfield, I believe, is a very capable and honest man. But I believe 
that he has been misinformed. Otherwise he wouldn’t be recommend- 
ing some of these things that are going to put us out of business, and 
not only ourselves but literally hundreds, perhaps thousands of other 
small nurseries and seed houses throughout the country. 

I know that what you are interested to know 

The Cuatrman. About how many work for you and how many 
work for the seed houses that handle your business ¢ 

Mr. Guyer. I beg your pardon? 

The Cuamman. How m: uny do you have working directly for you? 

Mr. Guyer. I am going to get into that right now, because I know 
that your question is, and properly ought to be, how these postal in- 
creases are going to affect us and our business, So I am going to give 
you some facts in regard to our business as briefly as possible. 

The Cuamman. Before you go into that, may I ask: How do you 
charge off your postage ! Do you add that on to ts cost? 2 

Mr. Git rer. Yes, we have to integrate it into our price structure. 

The Cuaiman. Then you pay for the shipments yourselves / 
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Mr. Guyer. All of our shipments are prepaid postage. 

The Carman. And you put out your catalog ahead of time? 

Mr. Guyer. That is right. We have to plan our catalog. 

The Cuarman. So you couldn’t raise the rate for a year? 

Mr. Guyer. We figure 18 months. 

The CuarrMan. That is what I was getting at. 

Mr. Guyer. Some concerns could meet the problem in less time than 
that; probably 6 months to a year. We have to have a year to 18 
months. Our fiscal year ending June 30, 1957, our combined sales of 
our establishment in New Jersey, California, and in New York were 
$8,874,000. Our net profit before taxes from those combined sales 
were $116,451. 

The Cuarrman. $116,000? 

Mr. Guyer. That is what I said. 

The Cuarrman. Before taxes? 

Mr. Guyer. That is right. I might furthermore state—— 

The Cratrman. Had you already deducted your withholding taxes 
from your employees ? 

Mr. Guyer. Yes. I am going to get into those figures. I can’t find 
it quickly now, but that is a reduction. In 1950 our combined profit 
was around $350,000. So that you can see that our profit situation 
has suffered from the postal increases that we have had to put into 
effect, and we have already absorbed most of them to the extent of 
half the amount of our profit. I will show you what this will really 
do for us if this increase goes through. 

Our payrolls for the same period were $3,813,000. Our average 
number of employees were 1,185. On our Federal and franchise taxes, 
New York State was around $8,000, California, $2,500, so our Federal 
tax would be less those items. But our total Federal income and 
franchise taxes were $96,500. 

The Cuarrman. You had property taxes to the States? 

Mr. Guyer. We had very substantial property taxes. Of course we 
had other and many forms of taxes. 

The CuarrMan. Gasoline and automobile taxes, and sales taxes and 
all that ? 

Mr. Guyer. Yes, sir; sales taxes and many other items. But I am 
mainly concerned here with the Federal income tax because it is the 
coffers of the Federal Government that we are primarily concerned 
with here now. 

The Cuarrman. We are interested in both. I am interested in the 
State taxes, city taxes, and Federal Government taxes, of course. But 
we are more interested in just what the Federal Government might 
lose in case a business goes out of existence. 

Mr. Guyer. I estimate, and this figure is reasonably close because 
it is based on withholding taxes—we are an agricultural enterprise. 
We are dirt farmers; we grow 98 percent plus of everything that we 
sell, so we have very large farms. Technically, we are not obligated 
to withhold taxes on our employees but we do it because it is a valu- 
able contribution to employee morale as well as an aid and assistance 
to the Federal Government. So we do it as a matter of voluntary 
cooperation. 

I estimate that the taxes paid by our employees to the Federal Gov- 
ernment alone, in income taxes, to be $427,000. With those figures 
vou will get some idea of our operation. 
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Now I want to go into our postal problem. Our postal costs at 
the present time on this so-called piece mail, third class, is $322,704. 
If this rate increase goes through, our postal costs will increase by 
$212,371, which will wipe out our profit and put us into the red. 

The Cuatrman. Almost exactly $100,000. 

Mr. Guyer. That is correct. 

Our other postage costs, first class, $76,000; our catalog—that is 
this item here—$90,500; and fourth-class mail, parcel post, $331,000. 
The increase proposed for those items would not hurt us nearly so 
much, but the increase in those items would be approximately $44,000, 
which would put us in the red another half a hundred, you might 
say. 

We have searched and figured ways and means for meeting these 
increases, and the only way that we can conceive that the increases 
can be met is to add them to our selling costs. But we are in a stage 
of the economy today where our selling prices can’t be materially 
increased. As you know, things have pretty well leveled off. 

(A short recess was taken. ) 

Mr. Guyer. I don’t want to lose sight of the accent that is appli- 
cable to the small-business man in this total picture. I think the 
best statement that I read was by the honorable Charles Porter in a 
speech before the House of Representatives on August 13. He said: 
“One important segment of the economy has been the object of con- 
cern.” That is small business. And you see that accented time and 
time again. 

If I may digress just a moment on that thought, we are concerned 
here with defense, and we are concerned with our children who are 
growing up. I have a boy 16 years of age who is in high school. I 
see him bringing home books that are entitled, “The Life of Hitler,” 
“A Study of Russian History.” I don’t know where he gets the ideas 
of reading these books at the present time. He is confused about what 
this freedom that we have over here is all about, and he is trying to 
study from both angles. I believe that is the purpose of education. 
I hope and believe that he will wind up at the right corner one of 
these days. 

But I can see throughout our school systems a very strong doubt 
in the mind of teen-agers as to this so-called economic freedom; what 
does it mean? They go through school and they get a job and they are 
paid so much per day; so what difference does it make whether they 
work for one form of economy or another ? 

I tried to explain to my boy that the clearest proof is in the study 
of the lives of great men in this country. So, while you are studying 
the other systems, be sure that you study it here, and he has. That is 
part of your school curriculum. 

I feel that the biggest inducement to their belief in the economy 
that we have here and our system, is to be able to walk down Main 
Street and see these fellows who started from nothing and have 
built up small individual enterprises. The printer, for instance, a 
small newspaperman, a small mail-order house—and there are many 
of them. You will find mail-order businesses in almost every town of 
any size in the country. 

So, the best rebuttal that you can face these kids with is the fact 
that this freedom of enterprise is a very real thing here in this 
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country. So, when we are talking about post office deficits here, very 
small compared to our total defense effort, and we are t talking also in 
other fields about, I think, spending $16 billion on the improvement 
and enlargement of our school systems, I think that before we worry 
too much about that we ought to worry about preserving the small- 

business men for they are the best examples that our youth can look 
to that will help carry on this feeling that we want to inculcate into 
their future and into the future of this country. We can’t do it by 
lectures, and we can’t do it by schoolbooks. But you can do it by the 
precept and the example that is set by the small-business man, if we 
can keep their economy alive. I think it offers the best hope for our 
own Government. 

There is one other thing. I didn’t know about this until I read this 
letter. I am going to look into it. There are angles to this oe that 
we are constantly discovering. 

This is a statement by Ek ion Bur gess, president of the Burgess Seed 
& Plant Co., Galesburg. Mich. This is a letter that he had written 
to Senator Potter of Michigan. 

I want to skip down to this one point that we ought to underline, 
if it hasn’t gone into the record. Hesays: 

Do you know that some third-class mail is already being mailed from foreign 
countries and a further increase in third-class mail rates will most assuredly 
drive a very considerable amount of it out of this country? I am mailing to 
you under separate cover a circular mailed in the Netherlands on behalf of 
an American mail-order firm to their customers all over the United States. 
This is a legitimate piece of advertising, third-class mail, from a _ perfectly 
reputable concern. I do not blame them in the least. In fact, we are strongly 
considering just such a move ourselves to defeat the high cost of mail adver- 
tising. 

This circular was printed in the Netherlands, so not only the printing job 
but the paper as well was lost to Americ an industry. This circular if mailed 
in the United States under bulk mailing would be tied up in bundles, addressed 
to the proper city, eliminating predestination mail sorting. Anywhere from 
a dozen circulars to a full mail sack would be handled as a single package 
en route. The current postage would be 1% cents a copy under bulk rates. 
If individually stamped as this one is, the postage would be 2 cents a copy. 
This circular mailed in the Netherlands carried postage of 5 Dutch cents, which, 
at the present rate of exchange, is 114 cents in United States money. 

This is not a great savings on each individual piece, but with the mailing of 
several hundred thousand circulars it comes impressive. The United States 
Post Office handled this mail exactly as though it were mailed from Boston, 
New York, Galesburg, vet it did not receive 1 cent for doing so. The entire 
postage revenue went to the Dutch Government, but the entire cost of delivery 
service was borne by the United States. 

T want to say that I have not run into that situation before. I 
don’t know how authoritative it is, but I know that this Eldon Bur- 
gess isn’t in the habit of making statements that he can’t support. 

There is one other thing I want to inject into the record. TI said 
a little while ago that I thought that I can’t question the motives 
of big men like the president of the Burroughs Manufacturing Co., 
or the president of Republic Steel, these big concerns that undoubtedly 
are very large and a large part of their sales comes from the Govern- 
ment through their defense appropriations, and so forth. I can’t 
queston the motives of Mr. Summerfield. He has been a good and 
successful businessman. And so I have been caused to wonder just 
a little bit why he comes out so strongly with ricidulous rate bills 
of this sort. And I think, as I said before, it is the lack of intelligent 
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knowledge. These men are out of their fields and they are not think- 
ing in terms that we should be thinking of at this juncture. 

It shows that part of his thinking is all right, because in his very 
‘ate bill itself he says: 


In the termination and adjustment of the postal-rate structure, due considera- 
tion should be given to— 


and then he enumerates a lot of things here. 
I step down to item D: 


The effect of postal services and the impact of postal rates and fees on the 
users of the mails. 

To our knowledge, neither the Post Office nor the Secretary of Com- 
merce has made any study on the impact of this, and we recommend 
that such a study be made by the committee before any rate increases 
are recommended. 

In summation I might say that, of course, you have a problem 
here and you are seeking a solution for it. It would be ridiculous of 
me to try to draw a blueprint. Many others have gone crazy over 
the problem. But cert: nly somewhere there is a reasonable solution. 

I would like to propose this on behalf of my company and on behalf 
of the some 150 mail-order nurserymen whom I represent through 
the National Mail Order Nursery Men’s Association and the others 
in our particular trade: that no increase in postal rates he made with- 
out a policy statement in regard to Post Office matters; and, as you 
know, there has been quite a lot of publicity on that. 

And then, after the policy is dete rmined, that there be a thorough 
study, through machinery that is effectively established and set up, 
and that further more any increases that are ultimately resolved upon 
as being economic, as being proper—and these certainly aren't eco- 
nomic, because what business in the world today could stand 150 
percent increase in, let us say, the most important category of their 
costs, such as this particular item brings about ? 

Regardless of that (if we must admit that some day, somehow, there 
have got to be increases; I would suggest that those increases then be 
scheduled far enough in advance so that these small-business people, 
these people who are going to be hurt and put out of business, will 
have an adequate opportunity to get ready for them and to thoroughly 
search out their own grounds and means for circumventing them, get- 
ting around them, or meeting them. 

We have been listed as being Newark, N. J. We are located at 
Newark, N. Y., a little town about 30 miles east of Rochester, N. Y. 

I can’t think of anything else. If I have been helpful, I am glad. 
I appreciate the opportunity and will answer any questions that I 
can. 

The CrairMan. Suppose the rates were raised on third class from 
1% to 21% cents immediately. Do you think that that would put 
any small businesses out of existence ? 

Mr. Guyer. I am sure it would put out a very great number of 
small businesses in this field, the one of smail businesses. 

The Cuamman. What would be the effect if you raised it from 
11% to 2, and then 12 months later raised it to 214? 

Mr. Guyer. I think you would be faced with the same situation, 
because you would have such a very overwhelming increase per- 
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centagewise in cost over such a short period of time. The economy 
of the country in general has shown no such increases since 4 years 
ago when they put through the last one. If I could measure the in- 
crease in postal costs alongside the increase in, let us say, the costs gen- 
erally, then I would say that these businesses undoubtedly could meet 
them. But since postal costs are such a very heavy part of their 
operations, I can’t see it, whether it is a year or 2 years. I think 
these postal rates are entirely unrealistic, whether we look ahead to 
this year, next year, or maybe the year after next. 

The Cuarrman. I notice in the report of the House committee that 
they say the expenses on third class are $472 million, approximately, 
and that the revenue only brings in approximately $265 million. That 
leaves a deficit of about $207 million. That is third class. 

Do you know whether or not the preferential treatment of mail 
has been taken into consideration at all in that ? 

Mr. Guyer. I can’t answer that question. I think that others prob- 
ably are more qualified. In fact, I have never been able to make much 
sense out of the Post Office cost ascertainment report. Perhaps it is 
because with the manifold problems of the businessman confronting 
us all the time, we just don’t have time to read it through. 

But others have informed us that they don’t make sense. So I 
would question whether or not that is so. It probably is subject to 
interpretations that might give us a clearer view as to whether or 
not that deficit does in fact exist or whether it doesn’t. I don’t think 
that it does, because it doesn’t take into account the many other ave- 
nues of income that third-class mail creates. Third-class mail creates 
a lot of other avenues of income. 

For instance, our first-class postage is a very substantial item. Our 
fourth-class postage is a very substantial item. 

I testified before the House committee several years ago on the 
mailing of this catalog and proved that the Federal Government, 
through their Post Office Department, were netting 30 percent on our 
postage bill on this catalog, and I challenged the Postmaster General 
and his assistant both at that time to refute my figures, and they were 
never refuted. So that I think that that deficit has to be looked at 
from a number of different angles. 

The CrHarrman. I believe you deal in flowers, shrubbery, and also 
seeds like blackberies, strawberries, and others; is that true? 

Mr. Guyer. Not strawberries. We went out of that business. We 
deal in nursery stock generally: Fruit trees, shade trees, evergreens, 
ae bushes, rosebushes, all kind of ornamental nursery stock; peren- 
nials. 

The Cuarrman. When you say nursery, does that include peach trees 
or anything of that nature ? 

Mr. Guyer. Oh, yes. We grow lots of peach trees. 

The Cuatrman. So that you bring to the people joy and happiness, 
and also a pleasing taste to those people who eat fruit. 

Mr. Guyer. I think it brings happiness, and that is important in 
this world. I think, too, that you stimulated a thought on my part. 
Of course, none of this deficit that you speak of has ever been charged 
against the defense of our country, but we do know this as a matter 
of fact: Back during those dismal war years there was an organized 
effort on the part of the Government and Government agencies to 
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stimulate home gardening and victory gardens were an important 
element in meeting some very serious supply problems at that time. 
And the most important feature of that important element were these 
fellows right here. 

one CuarrMan. Before garden clubs sprung up, nobody knew what 
they were. 

Mr. Guyer. That is right, and you would be surprised at the 
number of people who started to grow roses. It was a grandmother 
proposition then, and it is stimulated by good music, fine wines, and 
excellent food. 

The Cuarman. I went to a flower show several weeks ago, and I 
was struck by the number of men who were interested in growing 
flowers. I believe about as many men were growing flowers as women. 

Mr. Guyer. I think you will find that very true in the larger cities, 
and the suburban areas around the larger cities. The men are the 
gardeners today. 

I hope some day I can get down to South Carolina and see your very 
fair State. I have never had the privilege, but one of these days, if 
our business stays on for another 13 years, maybe I can retire and go 
down that way and look the things over. I have heard some mighty 
nice things about South Carolina. 

That brings up another thought that I didn’t get into the record 
here, and I do think that this is very urgent and important. I am 
speaking extemporaneously, so some of these things come to my mind 
after I have closed. We have at Newark a very aggressive post office. 
I think that it is one of the most efficiently operated post offices that I 
have had the privilege of going through. It is a first-class post office 
in a town of about 12,000 people. 


Our business there has created many extra jobs for a there in 


the post office. I did some checking up last year, and these figures are 
robably pretty close to correct. I want to get them into the record 
ere. This citation will show that in 1940 there were 27 classified 
people in the post office of Newark, N. Y. 

In 1955, 58 classified people were in the post office at Newark, N. Y. 
In 1940 the dollar volume of the business there at Newark, N. Y., post 
office was $327,537.25. In 1955 it was $1,819,264.80. 

I am sorry I don’t have the up-to-date figures, but these last 2 years 
have also increased in volume and number of employees. 

I am wondering a little bit, if these mail-order businesses go out of 
business, what is going to happen to those postal employees and their 
rights and privileges and so forth, and had is going to happen to 
the facilities that they can’t use or utilize because nothing, I imagine, 
is as dead a horse as post office facilities that can’t be used for anything. 

We have a pretty efficient post office there. I think a large part of it 
is due to having a good postmaster. Francis Leahy is a Democrat. 
I am a Republican, but I was instrumental in getting Mr. Leahy ap- 
pointed as postmaster, even as a Republican. I certainly wouldn’t 
deny a good Democrat a job he ought to have, and that is what hap- 
pened up there. He took hold of that operation and it has really grown 
efficient under him. 

I talked with Mr. Leahy and other postmasters in the area as to what 
in their estimation is the one single thing that has contributed to the 
highest increase in their cost of operation, other than the routine in- 
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creases of salaries and wages, that has taken place in the last several 
ears, and uniformly I get this answer: that the one single thing that 
as cost them more in efficiency of operation is this parcel-post weight 

limitation bill. It poses many problems out of routine for them. And 
at seasons which we are just moving into now, the Christmas season, 
they have to employ a lot of temporary help. 

So they have this problem of shipping this parcel to this destination 
in this manner, and they are further aggravated there in Newark be- 
cause of the fact that there are some exclusions made in regard to the 
nursery field as to weight and size limitations. But they do lose a lot 
of money. And I think that if we could get rid of that, and go back 
to the other size and weight limits, it would improve the efficiency of the 
Post Office Department throughout all of their post offices, as well as 
recapture maybe $70 or $80 million in revenues that they have lost. 

In view of that—and I am doing this because we are members of the 
Parcel Post Association; I am doing this because I think it is very 
important—the post office should give consideration, before they give 
consideration to increasing rates, give consideration to correcting some 
of the things that have added these terrific costs and created these so- 
called deficits. And this is one of the things that they can do, correct 
that. 

For the record, if I may, I would like to put in these copies of the 
resolution in regard to that. 

The Cuarrman. We will be glad to print them. 

Thank you for coming, Mr. Guyer. 

Mr. Guyer. Thank you, Mr. Johnston. 

(The resolution referred to follows :) 


[Published in Postmasters Gazette, issue of November—December 1957] 


RESOLUTION ADOPTED BY THE 53p ANNUAL CONVENTION OF THE NATIONAL ASSOCTA- 
TION OF POSTMASTERS OF THE UNITED STATES, Los ANGELES, CALIF., 1957 


RESOLUTION NO. 16 


Whereas Public Law 199 restricts the size and weight of parcel post mailed at 
first-class offices to 72 inches and 40 pounds for local, first, and second zones, 
and 20 pounds to all other zones ; and 

Whereas parcels mailed at second-, third-, and fourth-class offices are permitted 
a limitation of 100 inches and 70 pounds; and 

Whereas such a regulation appears to be discriminatory in nature by provid- 
ing special privileges to patrons of small offices and restricting mailing of identical 
fourth-class mail to individuals and firms in first-class offices ; and 

Whereas regulations which do not apply equally to all patrons are difficult to 
explain to the users of the postal service and frequently result in confusion and 
resentments and bad public relations : Therefore, be it 

Resolved, That appropriate action be instituted by our legislative committee 
to correct such an injustice by amending or eliminating Public Law 199, and this 
convention go on record as recommending to the Post Office Department that uni- 
form regulations be adopted relative to the mailing of parcel post, regardless of 
where mailed or addressed for delivery. 


The Cuatrrman. Our next witness is Mr. Payson Hall, treasurer of 
Meredith Publishing Co., Des Moines, Iowa. 
Mr. Hall, will you proceed and identify yourself for the record ? 








O 
d 


eo 


is 
of 


of 


POSTAL RATES 245 


STATEMENT OF PAYSON HALL, TREASURER OF MEREDITH 
PUBLISHING CO., DES MOINES, IOWA 


Mr. Hatz. My name is Payson Hall. I am treasurer of Meredith 
Publishing Co., located in Des Moines, Iowa. 

I want to express your thoughtfulness and appreciation in coming 
back after lunch. I very much want to record our philosophy and 
the factual detailed suggestions here. I appreciate the opportunity 
at the sacrifice of your time. 

We publish 2 monthly magazines; 1 is Better Homes and Gardens— 
of which this is a copy—which has a circulation of close to 4.5 milliou. 
About two-thirds of the circulation is mailed to subscribers. It uses 
an editorial approach of ideas, information, and inspiration on the 
subject of owning a better home and raising a better family. 

The second magazine is Successful Farming, with a circulation of 
over 1.3 million farm families, principally in the Mississippi, Mis- 
souri and Ohio River Valleys. This entire circulation is handled by 
mail, a hundred percent. Its purpose is to give editorial information 
on the business of farming and operating a farm home. 

Everything published by our company has a common theme of 
service for the family, for the home, for the farm. In our maga- 
zines, in our hard-bound books, which we also publish, and in our idea 
annuals we have no fiction, no fashion, no entertainmet. The sole 
purpose of our magazine and book editors is to inform, to inspire, 
to improve the taste and standards of living in farm and urban 
homes. 

Our Founding Fathers purposefully encouraged the development 
of the magazine by granting liberal terms for postage. It seemed 
to them then, and to us now, essential in the dissemination of infor- 
mation and culture, 

For this reason, we are disturbed about the lack of knowledge and 
understanding of magazines in some quarters. The magazine still 
serves its historical role. As a promoter of new ideas and new trends, 
its value grows with the complexities of our economic and social 
system. 

By way of illustration of the tremendous importance of any of 
a number of American magazines, I am going to describe briefly some 
of the characteristics of the two that I know best—our Better Homes 
and Gardens and Successful Farming magazines. 

An average issue of Better Homes and Gardens has 15,500,000 
readers, according to one of the most extensive studies of a magazine 
ever undertaken, completed last year by the Alfred Politz Research, 
Inc. The survey shows that during the course of a year 44,150,000 
persons, or one-third of America 10 years of age or older, read 1 or 
more issues of Better Homes and Gardens. 

I have selected from our files and condensed for presentation here.a 
few highlights from the editorial history of Better Homes and 
Gardens, which are indicative of the creative leadership of a maga- 
zine, 

Strictly speaking, our editors do not create ideas. They discover 
ideas and products which ‘are of benefit and enjoyment to these mil- 
lions of family readers. These ideas are introduced and'reported edi- 
torially in the magazine, sometimes subtly, sometimes boldly, and fre- 
quently over long periods of time. 
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The new, exclusive Bildcost home plan was introduced in the 
January 1932 issue at a time when the construction industry was in 
the doldrums. Each month a model house plan, designed by an out- 
standing American architect, is published—now called the five star 
home plan. A set of complete working drawings, specifications, and 
list of materials is made available at a small cost. More than $121 
million was spent by readers in building 1 such home shown in just 
1 issue of Better Homes and Gardens (Senwary 1950). Other plans 
presented in the pages of Better Homes and Gardens have inspired 
the building of literally hundreds of thousands of new homes through- 
out the United States. 

The one-floor or ranch-style house is rapidly becoming the contem- 
porary and future home of America. Our editors discovered this type 
of home in California some years ago. Realizing its potential for 
comfortable and gracious living, Better Homes and Gardens featured 
the one-story home editorially. 

The family room—the idea of a room for the use of the whole 
family—for sewing, for reading, for study, as an office, for games, for 
music—appeared early and often in Better Homes and Gardens. 

“Do it yourself” has swept across America, almost spectacularly— 
a trend heavily stimulated by Better Homes and Gardens. 

Better Homes and Gardens began promoting the advantages of out- 
door living. This magazine is in large measure responsible for the 
concept of utilizing unusued portions of the home lot as a home- 
vacation spot. Almost simultaneously with this promotion, Better 
Homes and Gardens pushed the idea of eating outdoors and the barbe- 
cue habit, so well known today. 

Better Homes and Gardens recently embarked upon a crusade for 
better electrical wiring. It is estimated that 30 million homes in this 
country are inadequately wired. Each month, we are featuring 
articles on wiring to appeal to the reader and, at the same time, to 
interest and coordinate the efforts of the Nation’s electrical contractors 
and utilities. Our efforts are twofold: to reduce the danger to the 
home owner from defective wiring, and to prepare the family for 
today’s and tomorrow’s electrical living. 

The service leadership of Genveteid) Parudate. our second magazine, 
and the contribution it has made to American agriculture is equally 
exciting. 

There has been a dramatic revolution in agriculture. Within most 
of our lifetime, agriculture has made more progress than at any 
previous time in history. 

This progress has been no accident. Science and industry have, of 
course, played very vital roles. But new products, new methods, new 
discoveries would be little more than that if it were not for an effective 
medium of communication to the Nation’s farm families. The farm 
press provides this vital link. 

There are hundreds of examples of the contributions to this parade 
of progress by farm publications, including Successful Farming. 
will cite just a few. 

Most farmers have a great fondness for horses—so someone had to 
sell them on the advantages of mechanical horsepower. The job was 
started by Successful Farming and other farm magazines before 
World WarI. 
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The fight for improved dairy sanitation—of brucellosis-free dai 
herds—was waged on all fronts, but it was the farm press that too 
the story to the farmers and told them how it could be accomplished. 

Mechanization—automation of the field and feed lot—is fast becom- 
ing a reality on the better farms. Successful Farming has been a 
crusader through the years... Materials handling on the farm was 
introduced by Successful Farming a few years ago as the newest 
farm science. Already it has found its way into the curricula of 
many agricultural colleges; dozens of manufacturers have developed 
ee eee to render obsolete the pitchfork, scoop shovel and bushel 

asket. 

Each of you is aware of the great progress which has been made 
in recent years in the field of agricultural chemicals. It is a fantastic 
story of product development, manufacture, and distribution. But 
even more dramatic is the speed with which these products were 
accepted and used by farmers. Much of the credit for the latter must 
go to the editorial and advertising columns of farm magazines. 

Here is an interesting example: Within 90 days after the introduc- 
tion of Stilbestrol—the growth-stimulating hormone—in the farm 
press, 38 percent of the market cattle in the United States were get- 
ting it in their fattening rations. Within 1 year, the figure was 65 
percent ; today it is 80 percent. 

Magazines like Successful Farming perform an educational func- 
tion for farm youth as well as adult farmers. Long an ardent supporter 
of 4-H and FFA, in recent years Successful Farming has moved into 
the classroom. 

More than 385,000 students in 4,100 high schools use the magazine 
as a textbook each month and subscribe to it. This is almost half of 
all the high schools in the United States offering vocational agriculture 
courses. 

These are but a few indications of the contribution Successful Farm- 
ing and similar magazines have made—and are making—to America’s 
biggest business—farming. They perform the indispensable service 
of commuting ideas and information from the Nation’s factories and 
laboratories, Department of Agriculture, from colleges and universi- 
ties—and, yes, from farmers themselves—to the families whose prod- 
ucts make us the best-fed people in the world—and who will be re- 
sponsible for feeding 20 percent more of us from the same acres 10 
years hence. 

In those remarks I tried to emphasize the creative worthwhileness, in 
our opinion, of the leadership provided by magazines. 

The second point that I would like to make is that the magazine 
isa great marketplace for American products. 

The American magazine comes closer to duplicating the atmosphere 
and convenience of the traditional marketplace than any other institu- 
tion or medium. Between its two covers are gathered a great variety 
of products, often competing, with the merits of each displayed as 
persuasively as possible. The reader returns again and again to the 
magazine, refreshing his memory and renewing his interest. 

In serving as a gerat marketplace or gathering spot for information 
on American products, the magazine is an ingredient absolutely vital 
to the American economy. It creates desire. It is this drive to have 
better pessessions and to improve living conditions that has made 
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the American way of life not only the standard but the envy of all other 
peoples in this world. 

Let me illustrate, again using Better Homes and Gardens for this 
purpose. The recent Politz research project reveals that 44.7 percent 
of the readers of an average issue, or 6,950,000 people, took one or more 
actions associated with reading the magazine: 

(1) 1,100,000 wrote or sent a coupon for samples or information 
(1,800,000 actions). 

(2) 1,800,000 purchased something that was shown in an article or 
advertisement (2,550,000 total actions). 

(3) 2,000,000 shopped for something shown in the articles or adver- 
tisements, but did not buy (3,400,000 total actions). 

(4) 4,850,000 mentioned, discussed, or recommended something in 
an article or advertisement to a member of the household or a friend 
(10,700,000 total actions). 

(5) 2,550,000 tried something or used an idea that was suggested in 
an article or advertisement (4,450,000 total actions). 

(6) 2,300,000 clipped something from the articles or advertisements 
(4,200,000 total actions). 

‘These actions, taken as a result of a single issue of Better Homes and 
Gardens, total 27,100,000. Our whole economy is actually a combina- 
tion of all of the independent isolated desires and actions of consumers. 

These are only a few episodes from the life of but one magazine. 
As each member of the publishing industry adds his own story, the 
all-important role of the magazine in molding the American way of 
life and in strengthening the economy can be more fully understood 
and appreciated. 

Let me quote from Advertising Age, very briefly, that I picked up 
yesterday on the way here, the December 2 issue of Advertising Age. 
I will read it very quickly: 

A Department of Agriculture expert said today that modern merchandising and 
advertising methods have been important factors which have enabled farmers 
to get a larger share of the consumer dollar. * * * 

And he goes on to explain that. 

But the point that I am trying to make is that here is an expert of 
the Department of Agriculture saying that advertising promotes farm- 
ing by the promotion of the farmers’ share of the consumer dollar. 

We do not offer this description as a plea for subsidy; it has not 
been demonstrated to us that subsidy exists. We believe that our maga- 
zines pay their own way as far as post office costs are concerned. It 
should be entirely understood, however, that we are vitally concerned 
over the proposed level of postal rates. I would not pretend otherwise. 

We think this concern, based on the comments preceding, is a matter 
of national moment as well as our own individual company welfare. 

Our postal costs for the calendar year 1956 amounted to $2,134,000. 
The proposed rate increases now under consideration by this committee, 
at the time they became fully effective, would add $1,231,000 to the 
annual postal costs of our company. This is a 58 percent total annual 
increase—an extreme and inflationary increase in an important ele- 
ment of cost. 

In addition to our admitted self-interest, we feel there are other pre- 
yailing reasons which must prompt us to urge the Senate to exercise 
diligence and caution before drastically altering the rate stfucture. 
My further comments fall into these six categories: 
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I. Second-class rates not related to cost of service. 
II. Publishers can help reduce postal costs. 

ILI. Publishing is a low-profit industry. 

IV. Farm magazines are especially jeopardized. 

\. 66-percent increase in third-class rates is drastic, 
VI. Real need for a postal policy. 


I. SECOND CLASS RATES NOT RELATED TO COST OF SERVICE 


As a publishing company our greatest interest is second-class mail, 
Post office expenditures for second-class mail can be segregated into 
two major categories: rd 

Handling Costs: collecting, sorting, filing, delivering, et cetera. 

Transportation Costs. 

The handling of second-class mail accounts for the majority of 
post. office expenditures; the costs of transportation play a very sub- 
ordinate role. See exhibits A and B. 

We think this is a time for caution, and I have six reasons why. Our 
postal costs, which we don’t need to take the time to go through now, 
which support this statement. For fiscal year 1954, the handling costs 
were 80 percent of total expenditures, transportation costs only 20 
percent. Reasonably, then, second-class rates should be related to the 
number of times an individual piece of mail is handled. Instead, 
second-class rates are presently based upon a combination of the weight 
of the piece and the distance transported, neither of which is a major 
cost factor in post office operations. 

An equitable second-class mail rate structure must reflect these facts. 
In our opinion, the Senate should consider a policy which requires 
relating postal rates to theunderlying costs of services rendered. 


If, PUBLISHERS CAN HELP REDUCE POSTAL COSTS 


We now perform many services at our own expense which reduce 
the number of times our mail must be handled by the post office, thereby 
saving the post. office large sums of money. Some of these services 
are: 

(1) We have established, with the approval of the post. office, 2 
entry points strategically located throughout the United States to 
which we deliver our magazines at our own expense and via trans- 
portation of our choice. 

(2) We switch and load United States mail cars at our own expense 
right at our own plant, properly segregating the mail sacks for con- 
venient handling at transshipment and dropping-off points, thereby 
reducing sorting. 

(3) Better than 50 percent of our direct sack mail is “schemed” at 
our plant. Scheming involves the predetermination of the exact 
route the sack of mail will take from our plant via the publisher’s own 
transportation to each distant entry point and into the mails. This 
involves scheduling the exact train and mail-car number, the date and 
time of day, and every other small detail necessary for the most effi- 
cient transportation. Each sack of mail is marked with explanatory 
symbols so that it is handled less frequently and eliminates the need 
for trained mail handlers at the entry point, at a great savings to the 
post office. 
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(4) We deliver about 92 percent of our magazines at our own ex- 
pense directly to rail stations and mail-storage cars, bypassing the 
post office of entry and thereby avoiding a costly handling operation 
for the post office. 

While this operation is required to a degre by the postal rules and 
regulations, we perform many services beyond the requirements. 

(5) Approximately 92 percent of the Better Homes and Gardens 
magazines are made up in direct sacks, eliminating the necessity for 
any sorting or handling until the magazines arrive at the post office 
of final destination. 

(6) To reduce handling at the post office of final destination 
copies for distribution in the 109 largest post offices in the United 
States are uniformly wrapped, packaged, and zoned before leaving 
our plant, eliminating the primary sorting step 

e have done these things to biter Galivery costs, to shorten de- 
livery time, and to minimize physical damage to our magazines due to 
excessive handlings. We are firmly of the opinion that, provided with 
further incentives, publishers generally would expand and extend 
these efficiencies. The incentives should be nideidéd through a postal 
policy relating rates to cost of services rendered. 


Ill, PUBLISHING IS LOW-PROFIT INDUSTRY 


The First National City Bank of New York City last year sur- 
veyed 40 industrial groups and found that only dairies and meat- 
packers showed a lower rate of earnings to revenue. For the cal- 
endar year 1955, 35 leading publishers earned only 2.5 percent on sales. 

This low profit margin results from a combination of two things: 
increased costs and the difficulty in passing on these costs to readers 
and advertisers. 

Our readers provide us with revenue in two ways: from the sale 
of magazines on the newsstands and from the sale of subscriptions. 
From recent experience, we know that demand is extremely sensitive 
to price increase. We have a chart to prove this. 

or example, the newsstand sale price of Better Homes and Gar- 
dens was increased from 25 cents to 35 cents a copy, beginning with 
the September 1956 issue, and resulted in a 12.5 percent reduction in 
newsstand sales the following 6 months in comparison with the year 
before, and that trend is continuing. 

Likewise, as the price per copy to subscribers increases, the returns 
from mailings to prospective subscribers sharply decline. See ex- 
hibit C. (Exhibit C appears on p. 255.) 

The CHarrman. You say 121% percent reduction in newsstand. 
What reduction did you have in regard to the ones that are sent by 
mail? 

Mr. Hatz. If you will look at exhibit C, sir, it is shown. 

Our only other source of magazine revenue is the sale to advertisers 
of space in our magazines. Our publications increase their rates to 
advertisers to the maximum competitively practical. Intense compe- 
tition for the advertising dollars from television, in particular, and 
from radio and newspapers has limited our capacity to raise adver- 
tising rates proportionate to increased costs. For example, as a result, 
Better Homes and Gardens’ share of total advertising expenditures 
in all media dropped from 2 percent in 1949, the last year before 
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television competition became intense, to a 1.6 percent share in 1955, 
the last year figures are available. During this same period, the 
advertising rates per thousand circulation for Better Homes and 
Gardens increased 17.4 percent in the aggregate, or only 2.9 percent 
per year on the average. 

The truly unfortunate aspect of postal rates is that they are un- 
controllable, precipitous, and unpredictable. An industry so highly 
competitive and operating on a profit margin of less than 3 percent 
to sales can survive only by careful forward planning over the years 
ahead. As such, the publishing industry must rely upon a long-term 
and consistent postal policy. 


IV. FARM MAGAZINES ARE ESPECIALLY JEOPARDIZED 


Farm publications are particularly vulnerable to postal-rate in- 
creases because they are distributed almost 100 percent through the 
mails. This is true of our farm publication, Successful Farming. 
Farm publications are already operating at extremely low or even 
nonexistent profit margins. 

A good example of this is found in the testimony given before the 
Federal Trade Commission recently in connection with the distress 
sale of one major farm publication. It was revealed that the maga- 
zine had lost money in 33 out of 45 years. 

While farm magazines are especially jeopardized by postal-rate 
increases, farm families depend in large part upon farm papers and 
magazines for the major source of their information. Exhibit D 
proves that very conclusively. 

(Exhibit D appears on p. 256.) 


V. 66 PERCENT INCREASE IN THIRD-CLASS RATES DRASTIC 


While the emphasis in this testimony has been directed toward 
second-class rates, we are strongly opposed, as well, to the proposed 
increase in third-class rates. It would represent an added cost burden 
to the Meredith Publishing Co. of $370,000 per year when fully effec- 
tive, a 66 percent increase. We depend to a large extent on third- 
class mail for new and renewed subscriptions. An increase as drastic 
as proposed will be disorganizing and injurious, 


VI. NEED FOR A POSTAL POLICY 


We would like to make special reference here to the recently released 
report of the citizens’ advisory council to the Senate Committee on 
Post Office and Civil Service. This report presents evidence that the 
Post Office Department is as much a public welfare agency as any of 
the other departments of the Federal Government. It demonstrates 
that the postal “deficit” for the fiscal year 1955 of $362.7 million is 
actually fies than the public-welfare costs of the Post Office Depart- 
ment, which totaled $392.4 million. We feel that the council has per- 
formed a monumental service in emphasizing this as one of the many 
serious aspects of the postal problem. 

We wholeheartedly support the position taken by the council in its 
report, and we particularly direct your attention to three of their 
recommendations, quoted as follows: 

1. Congress should enact a modern postal policy now to lay the groundwork 
for subsequent consideration of proper rate adjustment. 
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2. Such a policy should enumerate and separate the costs to be borne by 
users of the mails from those to be met in the public interest by appropriation. 

8. Congress should reaffirm its responsibility for, and power to set all postal 
rates so that a uniform policy once established can be maintained. 

We sincerely believe that cost ascertainment must be rejected once 
and for all for ratemaking purposes. An unbroken succession of 
Postmaster Generals and departmental officials have taken the posi- 
tion that cost ascertainment, by itself, is not a reliable guide to rate- 
making. Former Deputy Postmaster Maurice H. Stans has made 
what we believe to be a correct analysis of the use of cost ascertain- 
ment: 


The critics do not challenge the correctness of the cost-accounting procedures; 
they challenge the application of the cost-accounting results directly to ratemak- 
ing purposes. That makes the attacks unnecessary, because I agree on the basic 
point, which is that cost figures are properly subject to modification in rate 
fixing, for intangibles * * * 


Cost ascertainment does not take into account some factors which are neces- 
sarily pertinent for ratemaking, purposes, such as priority of service, value 
of the service, or value of the items hauled.’ 

We feel in lieu of cost ascertainment for ratemaking purposes, out- 
of-pocket costs or variable costs must be used. Out-of-pocket costs 
are those which vary with the volume of business. They are the 
expenses which would not be incurred if a particular class of mail 
were not handled. Postal rates for each class of mail should be based 
upon and designed to recover these out-of-pocket costs, with one 
exception. 

Congress should specifically determine and designate the public- 
service activities of the Post Office Department which should not be 
logically charged against the users of the mails. The costs of these 
services should be subtracted from the rate required to cover out- 
of-pocket costs. The sum total of these public-welfare services should 
be grouped and considered a cost of general government to be met 
by appropriation. 


NEED FOR AFFIRMATIVE ACTION 


Finally, I refer to the Rhodes amendment to the bill recently en- 
acted by the House of Representatives, H. R. 5836. This amendment 
requires users of second-class mail to pay their fully allocated costs 
as determined by the Post Office Department under the cost-ascertain- 
ment system, with an exception made for smaller publications where 
the excess cost does not exceed $100,000. 

The consequences of this amendment would be disastrous for the 
publishing industry. All large publications would be faced with 
postal-cost chaos. Not only would they bear a precipitous 60 percent 
Increase in rates over 4 years, but they also would be subject to addi- 
tional assessments, unpredictable as to time, discriminatory among 
publications, sizable in amount and administratively arbitrary in re- 
quiring the Postmaster General to base them on the admittedly in- 
appropriate cost-ascertainment system. The enactment of this amend- 
ment into law would evidence a complete disregard for the welfare of 
American publishers and of all the people and industries served by 
their publications. 


1 House Committee of Post Office and Civil Service, postal rate revision, hearings on 


H. R. 6052, 83d Cong., 1st sess. (Washington: U. S. Government Printing Office, 1953), 
vol. 1, p. 53, 61, 62, and 63. 
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I refer to this amendment, because we feel it is proof of the abso- 
lute necessity for affirmative action on the part of Congress to estab- 
lish a realistic, reasonable, and especially predictable postal policy. 

In summary: aru eas 

1. Magazines are an important and favorable stimuli toward a 
more prosperous, a more gracious way of life. 

2. The postal increase proposed under H. R. 5836 will add $1,231,- 
000 annually to the postage cost of Meredith Publishing Co.—a 58 
percent increase over present levels. 

3. Because handling represents 80 percent of post office costs, a 
postal policy should be enacted by Congress providing for recogni- 
tion in the postal rate structure of costs based on number of times 
handled. 

4. Meredith Publishing Co. has instituted major economies in the 
handling of its 2 magazines by the use of entry points, by direct load- 
ing of mail cars, by scheming over 50 percent of direct sack mail, by 
delivering 92 percent of its magazines direct to railroad mail-storage 
cars, and by uniform packaging and zoning to avoid primary sorting 
operation. The rate structure should provide incentives to all pub- 
lishers to extend these efficiencies. 

5. Experience has shown newsstand and subscriber demand is ex- 
tremely sensitive to price. Likewise, advertising rates are relatively 
inflexible because of strong competitive media. This lack of flex- 
ibility has resulted in an extremely low profit margin for the mag- 
azine industry and makes it particularly vulnerable to precipitous 
cost increases. 

6. Farm magazines, because they are almost entirely distributed 
through the mails, are especially affected by postal increases, yet they 
are the primary source of information to farm men and women. 

7. The drastic 66 percent increase in third-class rates will be in- 
jurious to Meredith Publishing Co., dependent as we are upon this 
class of mail for new and renewed subscriptions. 

8. The Rhodes amendment to H. R. 5836, an injurious, arbitrary, 
and discriminatory proposal, demonstrates the need for affirmative 
action to establish a realistic, reasonable, and predictable postal 
policy. 

9. We urge the reestablishment of a long-term postal policy and 
endorse the report and recommendations of the citizens’ advisory 
council to the Senate Committee on Post Office and Civil Service. 
Such policy should underwrite postal costs of a public service nature 
by congressional appropriation and relate the remainder to the users 
of the mail on an out-of-pocket cost basis. As publishers we must 
particularly agree with the position of the citizens’ advisory council 
that the annual struggle over rates must not be perpetuated. The 
magazine industry is sorely in need of predictability in postal rates. 
As a whole, the industry has become a rather marginal business, 
faced by intense competition. If it is to maintain its proper role in 
the American economy and its proper contribution to the American 
way of life, then the magazine industry has great need for a postal 
policy which will permit it to foresee and plan for costs in the years 
ahead—and these costs must be reasonable in their amplitude. 
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Exutsit A.—Handling costs are major (analysis of United States postal 


ee etimmeiheraseeninncne Cncthiteaiessantinabdatel 472, 5¢ 


expenditures, fiscal year 1954) 


Handling costs 2d class 


Postmasters $16, 375, 298 
Supervisors 8, 678, 466 
Clerks, ist and 2d class 42, 936, 217 
Ce eT os 5 dL aie bhai edelewkewbsmecimbinkwnd 4, 508, 951 
Contract station service 145, 759 
Clerks, 4th class 23, 928 
a 8 ica pemidbibaddunabsbacbubonisoussee 67, 075, 830 
Special delivery messengers 34, 404 
Rural carriers 59, 450, 788 
Postal Transportation Service 23, 073, 472 
I pinababheeebeonbncsaenee 4, 494, 541 
Communication service 242, 153 
a en ewenes sis ienthateiliniaale 2, 947, 800 
SI OE NE iinet nec cicbnbssnukennssdawenss bape dpneceleknabivknteShhbagie 607, 234 
I i ena i a ES 902, 510 
Building supplies__-- t 279, 400 
Stamps and accountable paper 13, 


271, 274-276 | General supply overhead 2, 429, 6 


a en ohouaneaewcseeoee Bt: 136, 6 
General administration overhead 2, 296, 7 


Total handling costs 237, 125, 
Total 2d class expenditures, 1954 299, 098, 
Percent of handling costs 79. 28 


Data source: Cost Ascertainment Report, U. 8. Post Office Department, 1954, 


Exursit B.—Transportation costs are relatively minor (analysis of United States 


Account 
No. 


231-234 
237 
236 
301 
302 
311 
312 
313 
314 
321 
331 


postal expenditures, fiscal year 1954) 


Transportation costs 2d class 


Vehicle service $3, 411, 948 
Carfare : 437, 542 
Mail messenger service 2, 657, 911 
Powerboat service _-__- 650, 437 
Foreign mail transportation 197, 363 
Star route service__.____- 6, 408, 392 
Contract highway post office 184, 744 
Government highway post office 132, 445 
Short haul truck service 580, 449 
aR EC I EE a eee ae Beg eenee kan mind dlinw 47, 102, 517 
Domestic airmail service 166, 316 


Total transportation costs . 61, 930, 064 
Total 2d-class expenditures, 1954 299, 098, 275 
Percent transportation costs . 5 20. 70 


Data source: Cost Ascertainment Report, U. 8. Post Office Department, 1954. 
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Exuisir D.—Farm papers and magazines, the primary source of information for 
farm families 


Sources of information 
(percent) 


For the job | For the job 
of farming! of home- 
making 2 


Reading farm papers and farm magazines 
Talking to other farmers (homemakers) 
Listening to the radio 


oa 
ae 


mS 
op poSam pes 
~ > > 

ww 

NSS 

TP NOOO oan 


et 
i 
Po 


Watching television 
Attending meetings of farm groups and organizations 
SCS (Soil Conservation Service), ASC (Agricultural Stabilization Commit- 
tee), and other Federal agencies 
R organizational papers and magazines 
—— bekiets and pamphlets distributed by dealers, manufacturers, and 
sales people 
Professional people (veterinarians, doctors, etc.)..........-..........------.- 
Reading other (general) magazines 
Adult education (night school, GI training, etc.)......................-....-- 
ne experience 
er 


—O~I wo 
eo 


~ 
_ 





POP, PL 
=m OaAIaeo-] nn 


1 Based on 656 farm operators. 
2 Based on 622 farm homemakers. 


Source: InFARMation Please No. 3, conducted by the Statistical Laboratory of Iowa State College, 
sponsored by Wallaces’ Farmer and lowa Homestead, 1957. 


_ Mr. Hatt. I would love to have the opportunity to answer ques- 
tions. 

The Cuatrman, Are there any questions? 

Mr. Pascuat. Mr. Hall, just 1 or 2. 

Coming from the Midwest I know you represent one of our promi- 
nent Midwest publishing firms. Your magazines get down into our 
State of Kansas quite frequently. 

Mr. Hatt. Yes, sir. 

Mr. PascHar. Just 1 question or 2. I notice, and I think you 
realize, our committee here has with it now H. R. 5836. 

Your statement, which is a very fine, detailed statement, sets forth 
your views on increased rates that the bill as it now stands is detri- 
mental to your publishing firm and similar publishing firms. But I 
don’t believe you stated—and if you did, I didn’t catch it—whether 
or not you would be opposed to certain rate increases that might be 
set up for all classes of mail ? 

Mr. Hatt. I didn’t put that in my statement. We are not opposed 
to rate increases. We are opposed to precipitous rate increases of a 
size that has been discussed in this bill, proposed by this bill. 

Mr. Pascuau. Have you discussed, your firm or any Midwest firm, 
discussed to any extent what rate increase they might accept? 

Mr. Hau. The increasing costs that we are struggling with as an 
industry, in all elements of cost, of paper and labor and other costs, 
average between 3 and 5 percent a year. I don’t want to come out 
and recommend an increased postal rate, with the general level of cost 
increases that we are struggling with while trying to find, through 
means of efficiency and to the extent we can, through higher sales 
prices, a way of protecting our business and keeping it a profitable 
operation. 
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Mr. Pascua. However, you wouldn’t be opposed to what you call 
a reasonable increase ? 

Mr. Hat. No, sir. 

Mr. Pascua. I gather, also, that you are opposed to the Rhodes 
amendment ? 

Mr. Haru. Very strongly. 

Mr. Pascuat. It hou be repealed from this bill; is that your 
feeling ? 

Mr. Hatt. Yes, sir. 

Mr. Pascuau. Just one other question, Mr. Hall. I believe you 
stated that your firm puts out the Five Star Home Plan? 

Mr. Hatt. Yes, sir. 

Mr. Pascua. That is a set of house plans? 

Mr. Hatt. Yes, sir. 

Mr. Pascua. Drawn by a certified architect ? 

Mr. Haru. Yes. We use architects throughout the country. 

Mr. Pascua. That is pretty well accepted by the ATA ? 

Mr. Hatu. Yes, sir; completely accepted. 

Mr. Pascuau. Thank you. 

The Cuarrman. Do you have any questions, Mr. Brawley ? 

Mr. Brawtey. No, sir. 

The Cuatrman. Mr. Hall, thank you for your excellent statement. 

Mr. Haru. Thank you. 

The Cuamman. That concludes the list of witnesses we have here. 

We will meet tomorrow morning at 10: 30. 

(Thereupon, at 1:15 p. m., the subcommittee was adjourned, to 
reconvene at 10:30 a. m., Thursday, December 12, 1957.) 
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THURSDAY, DECEMBER 12, 1957 


Unitep States SENATE, 
ComMITTEE ON Post Orrice AND CiviL SERVICE, 
SuBcoMMITTEE ON Postat Rares, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:30 a. m., in 
room 135, Senate Office Building, Hon. Olin D. Johnston, chairman 
of the committee, presiding. 

Present: Senators Johnston and Hayden. 

Also present: Mr. H. W. Brawley, executive director, Committee 
on Post Office and Civil Service; Mr. Frank Paschal, minority pro- 
fessional staff member. 

The Cuairman. The committee will come to order. 

We have with us this morning Senator Hayden. He will be the 
first witness. 

We are certainly glad to have you with us this morning to testify 
before the committee. You may proceed in such manner as you 
see fit. 


STATEMENT OF HON. CARL HAYDEN, UNITED STATES SENATOR 
FROM ARIZONA 


Senator Haypen. Thank you, Mr. Chairman. As chairman of the 
Senate Committee on Appropriations, I asked permission to appear 
before your committee today to seek relief from an intolerable burden 
that has been imposed upon the members of my committee each year 
since 1945 which was the last year when the revenues received by the 
Post Office Department exceeded its expenditures. I have been a 
Member of Congress for 45 years. During the first 34 years of my 
service in the House and Senate, the average annual deficit of the Post 
Office Department was less than $40 million. Beginning in 1946 the 
total postal deficit has now reached the enormous sum of over $5 bil- 
lion, or an average of over $450 million a year. I shall include in 
the record a table showing the deficit for each year. 

That $5 billion was all borrowed money. If the Post Office De- 
partment revenues had been kept in pace with its expenditures during 
the past 12 years, the annual interest cost on that sum of money at 3 
percent, amounting to $150 million, would have been saved to the 
American taxpayers during the present fiscal year. 

Along with other Senators and Congressmen, I attended a confer- 
ence at the White House on the 3d of this month where we were 
briefed on what will have to be done if our Nation is to prevail in its 
resistance to worldwide communism. We were told that, among other 
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costs, the Department of Defense must have at least $2 billion over 
and above the appropriations now available to it. The only way to 
—— that large sum of money is to borrow it from the American 
eople. 

” his raises the question of exceeding the national debt limit which 
is now $275 billion. I telephoned to the Treasury Department yester- 
day and was told that last Friday it was announced that the national 
debt amounted to a little over $274,400 million and from now until 
next March, when the revenues will increase, it is estimated that the 
Treasury will be within a few hundred million of the $275 billion 
debt limit. 

If the Post Office Department had been paying its own way for the 
ast 12 years instead of a debt of over $5 billion, there would today 
e at least that amount of a margin below the $275 billion debt limit. 

Evidently, consideration will now have to be given to that limit if the 
United States is to continue to be in a position either to prevent or to 
win a war with Soviet dominated communism. 

You may remember, Mr. Chairman, that last spring the House 
Committee on Appropriations was greatly disturbed by the size of the 
deficiency appropriations asked for by the Post Office Department 
and refused to provide for all of the money that was requested. My 
committee concurred in the action taken by the House of Representa- 
tives but when the postal authorities clearly demonstrated that es- 
sential services to the large number of the American people could 
not be maintained unless more money was provided Congress was 
compelled to make the necessary sums available. 

I am here today, Mr. Chairman, to urge your committee to relieve 
the members of my committee and the members of the House Com- 
mittee on Appropriations from having to recommend appropriation 
of money which they know is not available in the Treasury, and which 
will have to be borrowed from some source, in order to pay the con- 
tinuously increasing cost of carrying on the work of the Post Office 
Department. Due to the increase in the work to be performed by the 
Post Office Department, there is sure to be a request for more money 
next spring to carry it on. 

If every other civilized country in the world can make its postal 
service pay its own way, why cannot our Government do it? Other 
nations not only recover the cost of such services but make a profit 
from it. The British Post Office pays £5 million annually to the 
Treasury in lieu of taxes. I am sure that you will be interested in a 
recent news dispatch from London, which reads: 

The British Post Office today reported its first postal deficiency in 35 years. 
Postmaster General Marples blamed the shortage of £3,086,938 ($8,648,428) to 
staff pay raises during the year, totaling £4.7 million ($13,160,000). Postal 
and telephone charges were recently increased to offset the pay grants. 

Our own Congress has enacted six postal pay increases since 1946 
which have added more than $1.3 billion to annual postal costs. I 
well remember that the amount of the appropriations to pay the Post 
Office Department deficit made early in 1947 was almost the exact 
amount of the cost of the 1946 pay raise. 

All told, the Post Office Department has faced cost increases of 110 
percent since 1946, including increases in railway mail pay and general 
increases in the prices paid for other services and supplies. In con- 
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trast, the rate increases passed by Congress have brought in additional 
revenues amounting to little more than one-fifth of the additional 
cost of wagesalone. The 3-cent rate in effect today is the same as that 
established in 1932. 

I am firmly convinced that it is the obvious duty of your commit- 
tee to pick up the slack. The Post Office Department cannot in good 
conscience be operated year after year in a way that adds large sums 
of money to the national debt. Iam informed that other nations have 
faced up to this need so why cannot we do it? 

I should like to submit for the record a table prepared at my re- 
quest by the Post Office Department, showing a list of letter mail 
rates now charged by 29 foreign nations ranging from 4 cents to 10.9 
cents. The table shows that France, for example, charges 5.7 cents 
for letter mail. Belgium charges 5 cents, as does Canada on the first 
ounce of its nonlocal mail. These countries charge higher rates for 
their letter mail even though their wage scales for postal workers are 
far below those in effect in the United States. 

I am encouraged by the fact that your committee is holding hearings 
with a view to increasing mail rates. I can think of no single action 
which the Congress could take which would contribute more toward 
a balanced budget in this fiscal year 1959 or which would receive 
more widespread public support than the virtual elimination of the 
present huge postal losses. At a time when pressure is mounting 
to increase defense spending, we can no longer afford to continue to 
heavily subsidize users of the mails. It is high time that those who 
benefit from mail services pay proper rates for what they receive. 

My sincere hope is that your committee will report an adequate 
bill so that the Senate may take prompt action to put the Post Office 
Department on a sound financial basis which will undoubtedly lead 
to improved service. This will end an economic travesty whereby 
American taxpayers pay for postal losses that will soon approximate 
a billion dollars a year. We must do away with the prevailing postal 
subsidies so when appropriations are made for expenditures by the 
Post Office Department, we will know that money fren its own earn- 
ings is in the Treasury to pay its bills. 

I thank you, Mr. Chairman, for listening to me and hope that what 
I have said will be helpful to your committe. 

The Cuatrman. We are certainly glad to have you come before 
us and we want to also say that we are trying to work out some solu- 
tion to this problem. 

As far as that is concerned, Congress and the people have imposed 
upon the Post Office work for which it does not get paid, and that 
is one of the problems that we are facing. We have all newspapers 
within the county delivered free of charge. I know you don’t want 
to charge them and make them pay the bill there, do you? 

Senator Haypen. I wouldn’t object to that at all, and most of 
the newspapermen I have talked to at home say they will be glad to 
a what service they receive. 

he CuatrrMan. The newspapers, the local papers ? 

Senator Haypen. Yes. 

The Cuarrman. That is news then in regard to that. 

Senator Haypen. What I am getting at is if you talk to the editor 
of the ordinary newspaper who is writing editorials about economy 











262 POSTAL RATES 


in the Government and you ask him whether it is essential to his busi- 
ness that he get this free service, would he go broke if he didn’t get it, 
and he will say, “No, we could pay it if we had to.” 

The Cuarrman. That may be true with that. But we are tryin 
to analyze and see what is causing this deficit. Take the Collector o 
Customs. The Post Office Department is making all of the collec- 
tions for the Collector of Customs on mail received with duty charges. 
It handles every bit of that. It sells documentary stamps and deeds 
~ stock transfers all over the United States; it don’t get a cent out 
of it. 

Then the Post Office Department helps the armed services to find 
relatives of deceased men. They have to do that. No charge is made. 
The Government imposes that duty. The Department did it, and 
the two wars certainly increased greatly the amount of work. 

Then there is the aid to FHA in making surveys for vacancies; it 
doesn’t get a cent for it. 

It makes flags for veterans’ funerals available for the Veterans’ 
Administration. It doesn’t get anything for it, but it has to do it. 

It registers aliens for the State Department. It doesn’t get a 
thing for it. You can just go on and on and show what the Depart- 
ment has done without getting any pay for it and those things are 
built up in recent years, and it is costing the Department money. 
So, something’s got to be done to try to relieve this situation, and at 
the same time I realize, as you do, that in all probability when all 
these things are evenly offset there is going to be still a deficit and the 
Post Office should raise some more revenue. I am not doubting that, 
but these things should be pointed out and pinpointed and show 
wherein it is doing so much. 

Senator Haypen. I think it would be a service to the Congress if 
you would have your staff add up the actual cost of these free services 
so that we might know 

The CuatrMan. Do it and know and then subtract that and then 
make it pay. That is my position. 

Senator Haypen. It would depend entirely on the amount of the 
free services as compared to a deficit that looks like, if the postal 
workers are to receive adequate pay, which I believe in, would be a 
billion dollars a year that the Appropriations Committees will be 
called upon to provide each year above the cost of what the Treasury 
would be getting out of the postal receipts. Now, something has got 
to be done to relieve that situation. 

The Cuairman. We realize that. 

Senator Haypen. So far as I am concerned, I would like to see 
the figures showing what it now costs to render the free services, 
such as you have illustrated. 

The Cuatrman. That is right. 

Senator Haypen. I give you a request to do that. 

The Cuarrman. Here is a study that we have made for your in- 
formation. I will be glad if you will carry that with you. It is put 
out by this committee. 

Senator Haypen. I thank you, Mr. Chairman. 

The Cuamman. We are certainly glad to have you come. 

(The tables referred to in Senator Hayden’s testimony follow :) 
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Changes in domestic postage rates of 29 foreign nations since January 19538 








Country Old rate! Ota rate | ew rate New rate ! 
Cents  aacindinieetinaceaiaae Cents 
ih Si alin stl aie csc lhcles tego teed alana ean aea eamaeaieeeeen 4.0 5.0 
athe to Siiicdaeiiracmicarantchekonabhwolanecienas betadedah nokia he kind ae ae 4.0 5.0 
RPE PE ES SERS Fa CREE SEE ARS Deer ee 3.6 4.3 
Se DENNEN oo. o ccccwan dans apeesableuseecastinbabwedaawukaeeure 3.0 7.0 
I ib irik sh og niennind dais Gheunpbubedbcctaksdientbeweecehe weal 1.3 5.3 
ie ied ntnnntinneorAuen ences niedekg Ask aien ane tmare iii xt ora etie 7.3 | 10.9 
SINR A 3 a dind i. dcneks naiveisabe oa bhuwthan dpubncie aha wibiacmdbs nhs Sleeps 4.3 5.7 
SE ee Oe eee ae 4.3 5.7 
Martinique--_-_____- 4.3 5.7 
eee ee 4.3 5.7 
French Equatorial Africa______- 2.8 5.7 
an rr en son ue iedniorinitas --| 2.3 | 7.0 
Te eee “ 4.6 5.7 
I ee eee ee Seco bathe snnekeresce eens caavemticised Ble 3.4 | 6.8 
ERE Ee EE: Re oP a ee ee 3.1 4.7 
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1 Rates listed are for the Ist unit of f weight for nonlocal mail. Foreign money converted at exchange 
rates in effect Dec, 1, 1957, in the table of equivalents published by the international bureau of the Universal 
Postal Union. 
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The Cuairman. Mr. Harold F. Hammond, executive vice presi- 
dent, Transportation Association of America, W ashington, D. C., is 
our next witness. 


STATEMENT OF HAROLD F. HAMMOND, EXECUTIVE VICE PRESI- 
DENT, TRANSPORTATION ASSOCIATION OF AMERICA 


Mr. Hammonp. Mr. Chairman, my name is Harold Hammond and 
I am the executive vice president of the Transportation Association 
of America, with our general offices in Chicago, Ill. I wish to testify 
in support of sections 109 and 110 of H. R. 5836 as they apply to 
parcel-post service and I have such a short statement, Mr. Chair- 
man, I think I will just read it. It is very short. 

The CuarrMan. Proceed any way you see fit. 

Mr. Hammonp. The Transportation Association or America is a 
nonprofit research and educational institution and we are trying to 
help create the strongest possible transportation system under priv vate 
ownership in the United States that we can. 

It is made up of all kinds of general business and transportation 
and investment interests as well as many individuals such as editors, 
lawyers, and professional men. 
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I think probably the important point to make here, I would like to 
emphasize that approximately 54 percent of all of our membership 
fall in the category of users of transportation services. People that 
are in the food business and in the small manufacturing and in the 
chemical business and such organizations as Kresge’s and Woolworth’s 
and General Foods and Quaker Oats, many like that. 

Now, the association’s board of directors has adopted the follow- 
ing position which deals directly with section 109 of the bill. The 
bill that was approved by the House and is now before your commit- 
tee. Iam going to read this: 

Parcel-post rates shall be adequate to cover all costs of the service, and 
the annual parcel-post ascertainment reports of the Post Office Department 
shall include all costs properly attributable to parcel-post service. At periodic 
intervals the Interstate Commerce Commission shall prescribe such parcel-post 
moat and practices as are necessary to put parcel-post service on a self-supporting 

asis, 

That is the end of the formal position taken by our board of direc- 
tors of 100 men, a cross section of all kinds of business interests and 
individuals in the United States. 

Section 109 of the bill would require that the Post Office Depart- 
ment contributions to the civil-service retirement and disability fund 
be considered as costs of providing postal service for the purpose of 
establishing postal rates. 

Now, since a sizable portion of such contributions are directly 
attributable to parcel-post service, and I think the figure is around $27 
million, which our association believes should be self-supporting we 
are strongly in favor of enactment of this section. 

This is not a lot of money, possibly, but as you indicated every bit 
is important, every bit counts. Twenty seven million dollars is still 
a sizable amount then. 

Section 110 also relates to our policy position, although more in- 
directly. It would permit existing parcel post rates to remain in 
effect so long as costs do not exceed revenues, or vice versa, by more 
than 1 percent, and 1 percent in this case, I believe, would run about 
$6 million. Since parcel post costs invariably exceed revenues, the 
effect of passage of this section would be to defer future increases 
in parcel post rates. 

owever, since some operating leeway in parcel post ratemaking 
is apparently deemed necessary, we believe the 1 percent limit now 
in the bill is far preferable to the 3 percent that was in it when first 
introduced in the House. As we pointed out to the House Post Office 
Committee, the leeway given by 3 percent would be sizable, running 
nearly $18 million per year based on figures for fiscal 1956. For this 
reason we questioned the desirability of such a high percentage, and 
were pene to see the House committee substitute 1 percent as sug- 

ested. 

7 Mr. Chairman, the reason why we feel that parcel post service 
should be self-supporting is that it is competitive with many pri- 
vately owned and operated comercial transport carriers, including 
the airlines, freight forwarders, truckers, railroads, and the Rail- 
way Express Agency. Not only must these carriers reflect their full 
costs in their rates, but they must also charge their customers an 
extra 3 percent in the form of the Federal excise tax on forhire trans- 
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portation service. Neither of these 2 considerations, that is the full 
cost or the extra 3 percent, is applicable to the parcel post service. 

To summarize, Mr. Chairman, passage of sections 109 and 110 of 
H. R. 5836 would help to ease this competitive disadvantage by put- 
ting parcel post rates more in line with the actual costs of performing 
the service. This, in turn, would mean a saving to the general tax- 
payers who are now paying part of the costs of parcel post service. 

The Cuamman. Are you in favor of repealing 199 ? 

Mr. Hammonp. No, sir; I have no position on that. 

The Cuatrman. No position? 

Mr. Hammonp. No. 

The Cuamman. Some of the witnesses testified pro and con here. 

Mr. Hammonp. No; that question has been discussed by our board 
some but they have taken no position on 199 at all. 

The Carman. Have you finished ? 

Mr. Hammonp. That is all, sir. 

The Cuatmrman. Are there any questions? 

Mr. Pascuat. No questions. 

Mr. Brawtery. No questions. 

The CuarrmMan. We certainly appreciate your coming. 

Mr. Hammonp. Thank you. 

The Cuamman. The next witness is Mr. Daniel Jaspan, legisla- 
tive representative, National Association of Postal Supervisors, 
Washington, D. C. 


STATEMENT OF DANIEL JASPAN, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS, WASHING- 
TON, D. C. 


Mr. Jaspan. Mr. Chairman, my name is Daniel Jaspan. Iam the 
legislative representative of the National Association of Postal Su- 
pervisors, representing a membership of more than 20,000 supervisors 
in the postal field service, including those in the custodial and motor 
vehicle service. 

As citizens and as part of management in the postal service, we are 
vitally interested in having H. R. 5836, as reported out by the House 
Post Office and Civil Service Committee, become law. Long hearings 
were held by that committee, during which hearings we testified in 
favor of the bill. We know that lengthy testimony will be submitted 
during these hearings. In order to expedite the hearings we will 
present brief testimony. 

Mr. Chairman, our association has constantly, in convention as- 
sembled, endorsed the principles contained in this bill. Our members 
feel that users of the mail should pay more of the costs involved in 
moving the mails. As citizens we are greatly concerned about the 
mounting deficit, which has increased the national debt by many bil- 
lions of dollars, and will continue to do so while mailers are paying 
1932 prices for 1957 services. 

As postal employees we are also greatly concerned with the annual 
deficit inasmuch as it leads to what appears to be an obvious con- 
clusion by nonpostal people that there must be considerable inefficiency. 
That conclusion, although incorrect, reflects on each and every postal 
employee, and especially on the supervisors whose duty it is to see that 
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the mails move efficiently and rapidly. We feel that a rate adjust- 
ment will overcome that condition. 

Although there has been some opposition to increases in first- 
class mail, most of it appears to be organized opposition. The indi- 
vidual mailer will be only slightly affected by an increase to 4 cents 
per ounce as the individual mailer does not use the mails to a great ex- 
tent. The opposition to increases in rates of other classes of mail is 
also organized to fight any increase, regardless of the merit or neces- 
sity. We urge this committee to agree with the findings of the House 
committee and report the bill favorably. 

We are also interested in title II of H. R. 5836. We, too, feel that 
it is about time that a definite declaration of policy be made. There 
has been so much discussion about what portion of mail handling is 
service and how much is business that it will avoid confusion and lead 
to realistic ratemaking in the future if the Congress sets up definite 
standards as guides for future action. We hope that the declaration 
of policy will be part of any legislation passed. 

Mr. Chairman, we also hope that this bill will become law and be 
placed in operation in the very near future. 

The CuHatrmMan. We certainly appreciate your coming and making 
this statement. 

Are there any questions? 

Mr. Pascnau. No questions. 

Mr. Braw.tery. No questions. 

The Cuatrman. I notice you conclude your statement with a para- 
graph on declaration of policy. The thing we want to do is get a 
policy and find out just what the deficit is if there is a deficit and 
where shall it be placed. 

Mr. Jaspan. We feel a policy is very important, Mr. Chairman. 
The only thing is we hate to see the other delayed until a policy is 
formulated. 

The Crarrman. I think the committee could formulate a policy 
pretty quickly. I know Senator Carlson and I have agreed all along 
on a definite policy. I don’t think we would have any trouble there. 
Of course, as fir as this committee is concerned 
Mr. Jaspan. Of course, then there would be the House committee, 
too. 

The Cuamman. That is true. 

Mr. Jaspan. We have tried to work out a policy for some time 
but have never come up with a definite policy. 

The CratrmMan. That is the problem, of course, we realize that. 

We certainly appreciate your remarks. 

Mr. Jaspan. Thank you, Mr. Chairman. 

The Cuatmrman. We now have Mr. Irving Ingalls, publisher, Amer- 
ican Agriculturist, Ithaca, N. Y. 





STATEMENT OF IRVING W. INGALLS, ADVERTISING MANAGER 
AND ONE OF THE DIRECTORS OF THE AMERICAN AGRICUL- 
TURIST, INC, ITHACA, N. Y. 


Mr. Ineatxs. Mr. Chairman, first, I am advertising manager and 
one of the directors of American Agriculturist, Inc., and not the 


publisher. 
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My name is Irving W. Ingalls, and I am the advertising manager 
and one of the directors of American Agriculturist, Inc. 

American Agriculturist is published twice a month and for more 
than 100 years American Agriculturist has been delivered through 
the mails regularly to nearly one-quarter of a million farm family 
subscribers in the Northeastern States. 

The Carman. Have your subscribers increase much in recent 
years ? 

Mr. Incatts. Yes. Our circulation has gone, let’s say, from 
175,000 to 250,000 approximately. 

The Cuamman. You consider your getting out monthly of this 
American Agriculturist very important to the farmer do you not? 

Mr. Incas. We believe it is. And the fact that we have been 
»ublished for 100 years, I think, substantiates the fact that we have 
ae of service. 

The Cuatrman. What category do you fall under in getting out 
your circulation? How do you mail it out? 

Mr. Ineauts. Publisher’s second-class rate. 

The Cuamrman. Second-class rate? 

Mr. Incauts. Yes, sir. 

We have no newsstand sales. Our editorial, circulation, and adver- 
tising offices are located at Ithaca, N. Y., with our own printing plant 
at Poughkeepsie, N. Y. The total capitalization of the publication 
is approximately one-half million dollars. 

In its circulation area, which is New York, the six New England 
States, northern Pennsylvania, and New Jersey, American Agricul- 
turist, like other farm periodicals, we think, performs a public serv- 
ice for farm families through a continuous flow of information on 
the rapidly changing practices in modern agriculture. 

E. R. Eastman, president and editor of American Agriculturist, 
says: 

In every survey that has been taken, including some in our own territory to 
determine farmers’ preference and readership, the findings show that farm people 


put the farm press above every other media to obtain their facts with which to 
carry on their business in the home and on the farm. 


The Cuarrman. Do you know how many pamphlets the Department 
of Agriculture puts out for the farmers of this Nation ? 

Mr. Incatis. Well, I haven’t made a study of it, but I do know 
that there is a lot of material which is put out which needs, we think, 
further interpretation and I, Mr. Chairman, can go into that a bit 
further. 

The Cratrman. The reason I was bringing that out is this: You 
pay something for mailing yours out but all these Agriculture pam- 
phlets go through the mail free of charge. That is something else that 
is riding the post office. [just wanted to develop that. 

Mr. Incatts. Yes, sir. Well, that, of course, is a field in which we 
operate, let’s say, further and more popularly explaining many of those 
bulletins which are couched in scientific language and not readily 
understandable. That brings up one other point if I may interrupt 
this statement, that in addition to the, let’s say, Federal bulletins and 
State bulletins which go out, now the county agricultural extension 
services in all counties throughout the Northeast at any rate publish 
their own so-called county extension news. Those county extension 
news contain advertising as well as editorial material. The editorial 
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material is based largely on the work of the local colleges of agricul- 
ture as well as material from the Federal sources. 

Because those publications which accept advertising, the county farm 
bureau news or county extension services news, they do form a real 
source of competition to use from the standpoint of advertising revenue, 
not editorially. : 


The research scientists in our great colleges in State and Federal experiment 
stations, together with those in industry, do a marvelous job in developing new 
equipment and materials for the rapidly changing business of the farm and 
home, but this research material needs interpretation and readability. The 
scientists are not equipped to do this and were it not for the farm press, some 
of this material at least would be lost. 

I might add, too, not only would that material be lost, there is a 
great amount of material that is used and yet there is the element of 
time. In other words, we may get a Federal report on an antibiotic, we 
may get a State report on an antibiotic, and it might be a matter 
of 3 or 4 years before that information would be popularly available 
so that it could be put into practice. 

We feel that through American Agriculturist and the rest of the 
farm press that that material can be gotten over so that those practices 
can be immediately put into effect. 

Tf I can cite one other instance. For instance, the matter of trench 
silage whereby grass is immediately put into trenches saving the cost of 
putting it into the normal silo, the work on a project like that comes 
through, let’s say, from Federal and State sources then publications 
such as ours makes that immediately available to farmers so that that 
practice can go on and be of use to farmers almost immediately rather 
than having a time lag in there of possibly 2 or 3 years. 

There are a great many other examples in agriculture where that 
same thing has been true. 


American Agriculturist, in effect, is part of the extension service of the North- 
east agricultural colleges and experiment stations linked in turn with the 
United States Department of Agriculture. 


I am quoting our editor here. 


Our staff, and I am sure this is true of editors of other farm papers, spend 
much of their time rewriting, shortening, and dramatizing new practices in 
agriculture so they will catch the interest of the reader and so that he can use 


them. 

So that you may have the operating picture of American Agricul- 
turist, I am submitting our comparative net profit figures together with 
our second-class-mailing costs over a period of 5 years and a 5-year 


average showing a comparison between our net profit and our second- 
class-postage costs. 


Net profit 2d class Total pages 


postage published 
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a I sett eration eiindiaieabiconeh 58, 305 GEE Adcchncetixce wen 
5-year average 


Fe pe el ecinheigenatahon trap asmnergiice | 11, 661 | 21, 469 | 


- class postal increase, 10 percent each year. 
oss. 
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The CuarrmMan. Well, what did that amount to in 1954? I notice 
rou show a loss there of $4,393. That is the only year you show a 
oss. What was the reason ? 

Mr. Incatis. Well, as advertising manager I have a lot of alibies 

that we lost some accounts. 

May I go back into these county farm bureau—— 

The Cuarrman. When you come to net profits and things, unless you 
would also specify and state the salaries of the others in the outfit 
it doesn’t do much good to state the net profits. I think that is true 
in all these concerns. 

Mr. Ineatts. I realize that. 

The Cuarrman. That is where the money goes in paying the sal- 
—, You have a lot of big salaries and they can eat up your profit 

uickly. 
Mr. Incas. Well, I realize that these figures in themselves prove 
nothing; however, they do show exactly what the net profit was as 
against the second-class postage. 

The Cuarrman. Then I believe you stated that you have nearly 
one-quarter of a million farm family subscribers. That means you 
sent that out to about one-quarter of a million twice a month, that is 
24 timesa year. Is that right? 

Mr. Ineauts. Yes, sir. 

The Cuarrman. Then, that would make 6 million that you have 
sent out. I notice you pay here $23,493 for sending out that 6 million 
pieces of literature. Is that correct ? 

Mr. Ineauts. Yes, sir. 

Mr. Pascuau. Mr. Ingalls, in following up further the chairman’s 

uestion on 1954. Now, did I understand you to say that in 1954 
there was a loss but in reality there wasn’t a loss? 

Mr. Incauts. I didn’t mean to infer that. The chairman, I believe, 
asked me why the loss occurred. Isthat correct? 

The Cuarrman. That is correct. 

Mr. Incauus. It was a loss in advertising revenue that caused that 
loss in net profit for the year. 

Now, am I answering your question ? 

Hear Pascua. Well, that is excluding the salaries he was speaking 
about ? 

Mr. Incatis. No. The salaries are included, of course, in our total 
statement which draws off the net profit. But I know that I can as- 
sure you that on American Agriculturist and I would say most other 
farm publications, practically all, there are no officers or employees 
who, let’s put it this way, are overpaid or even paid up to the amount 
which perhaps they could be earning in perhaps other industries. 

I believe that by and large many editors of not only farm papers 
but many farm publications, country weeklies, are almost on the same 
basis you might say as a minister or a doctor. The money is not the 
primary reason why they are in that line of work. In other words, 
the editor of our publication, the editor of practically every other 
farm publication that I know is dedicated to his work and salary is 
quite secondary. 

I do not know that I could extend that over, let’s say, into the adver- 
tising departments of farm publications. I would say they are paid 
as well as in the advertising departments of newspapers or general 
magazines. 
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The CxHarrman. Doctors—you happened to mention them—that 
is one profession that is making money in recent years; is that not so? 

Mr. Ixaatts. I believe that is true in the cities but I know that back 
away from the cities there are still plenty of— 

The Cuarrman (interposing). We still have a few that are called 
country doctors that are readily available. 

Mr. Ineatts. It is apparent to us that that a 15- -percent increase 
as originally proposed this year would, without question, seriously 
threaten the existence of American Agriculturist as we know it and 
would surely curtail our agricultural service, guidance, and counsel to 
nearly a quarter of a million farm families in the Northeastern States. 

I say American Agriculturist as we know it; we are published 
twice a month. 

We have been told that if we increased out advertising rate to pro- 
duce more advertising revenue, the additional revenue would take 
care of additional postage increase, and that sounds logical. Since 
1952 and following the three 10-percent post rate increases we have 
found it necessary to increase our advertising rates on two occasions 
and have announced another advertising rate increase effective July 
1 of this year. Together with all other farm papers, we are finding 
now that an increased advertising rate is meeting with a very real re- 
sistance on the part of advertisers—to the point that practically all 
farm publications are showing an advertising lineage loss for the year 
1957. 

I thik I could almost say that every other farm publication was 
showing a loss for 1957. The figures have been published in Printers 
Ink as late as the months inc luding from the first of the year around 
to October. 

The Cuairman. I understand you to say there that you reach a cer- 
tain amount, you are charging for advertisements, when you go be- 
yond that then you don’t get as much advertising and it drops off 
because the customer figures ‘that it doesn’t pay. 

Mr. Ineatts. Yes. 

The Cuarrman. In the long run. 

Mr. Incas. Yes, sir. 

In other words, an increase in advertising rates is certainly no 
guaranty of increased advertising revenue. 

Then, too, from the standpoint we have been told also that if we 
would only increase our rate through the subscriber that there would 
be a wonderful source of money. Actually, it does not work that way. 

Our circulation is handled by agents in the field, and traditionally in 
the farm field the agent receives close to 90 percent of the money 
that he collects. He needs that for his car travel, his expenses while 
on the road, and of course for his salary. So, that if we were to 
double our rate which now is 50 cents a year, up to $1 a year, the 
additional amount of revenue that we probably would get from that 
increase of 50 cents per year is probably no greater than 5 cents per 
subscriber. 

I think that that has been pointed out previously and we would 
not look to an increase in circulation rates for very much increased 
revenue. 

Now, to answer your question more fully, the proposed increase of 
15 percent annually for 4 consecutive years in second-class postage 
would increase our cost as follows: 
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Using 1956 as a base—cost of second-class postage was $23,479. 

First. year, 15 percent increase would be $3,524.55 increase. 

Second year, 30 percent increase would be $7,049.10. 

Third year, 45 percent increase would be $10,573.65. 

Fourth year, 60 percent increase would be $14, 098.20. 

And after fourth year, and those four 15-percent increases estab- 
lished, the annual cost for second-class postage would continue to be 
$14,098.20 increase. 

There is also a proposed increase of 3314 percent, approximately, in 
third-class postage. Our direct mail for new and renewal subscrip- 
tion procurement comes under this classification. 

Our cost for third-class postage in 1956 was $11,034. The pro- 
posed 3314 percent increase in third-class postage would be $3,678 
increase. 

In other words, for both our second-class postage and third-class 
postage used in getting subscriptions, would amount in total to a 
$17, 000 increase at the end of 4 years if this increase becomes a law. 

The proposed postal increases on both second and third class would 
mean an increased postal cost during the fourth year and from that 
point on of $17,776.20 per year over ‘the 1956 base. As stated before, 
the average net profit over a 5-year period is $11,661. 

Also, as stated above, we have no newsstand sales. Under these 
proposed new postal rates we certainly cannot operate on our present 
basis of full service in the way of complete agricultural coverage for 
Northeast farm families. The answer would be a drastic curtailment 
of our service to Northeast farm families to the point of extinction 
for this publication, on the basis which it is currently being oper- 
ated. 

There are several things that we could do. Instead of being pub- 
lished twice a month we could go to once a month. That might mean 
some money saving. But we do feel, operating as a local farm pub- 
lication covering the dairy and poultry, the fruit industry of the 
Northeast, that ‘to cut down editorially from twice a month to once 
a month would reduce materially the agricultural service of our pub- 
lication to the Northeast farmers. 

The Cuatrman. I can appreciate the position of the farmer. I 
realize that he would need certain informatiton on a crop that he 
was getting ready to plant or sow and that he would need that infor- 
mation at the right time. 

Of course, as you said, you could get it out once a month, but it 
would not give the same service to the farmer that he has been receiv- 
ing twice a month. 

Mr. Incatts. That is true. 

There was one thing done by the Syracuse Post-Standard of Syra- 
cuse, N. Y., the newspaper, which was most interesting to us during 
the postal holiday which occurred on a Saturday so that mail was not 
delivered on Saturday. The Post-Standard apparently made a sur- 
vey to find out what that meant as far as mileage on rural delivery 
was concerned. They took four post office points. One was at Court- 
land, N. Y., where there were 1,400 patrons on the RFD and figured 
from the local postmaster, apparently, that the mileage cost saved 
was approximately $15. It works out in Watertown, N. Y.; there 
were 1,600 patrons on the RFD—mnileage cost for the RFD carrier, 
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$16.74. It is approximately $1 for 100 patrons. That is only the 
mileage cost and, of course, not the salary of the carrier. But it 
was an interesting sidelight and particularly because our publication 
cost about half a cent to mail the savings by not delivering rural 
mail was approximately 114, cents per patron. 

We had the feeling that after all American Agriculturist, perhaps 
other farm publications, would go quite a way toward helping first- 
class mail get to that rural delivery box. American Agriculturist, of 
course, the cost of American Agriculturist, let’s say from Pough- 
keepsie, N. Y. to Courtland, N. Y., would be perhaps one half of that 
half cent. I think the other half cent could be allocated to taking 
American Agriculturist from the Courtland post office out to the RD. 
Then if there are other publications that are in second class helping 
to pay the way there, I think that, as far as RD service is concerned, 
agricultural publications really help to pay the first class delivery 
that would go to those RD boxes. 

The Cuatrman. How much more trouble is it to deliver a letter than 
it is a paper? 

Mr. Incas. Well, I would say it would involve exactly the same 
process. 

The CHatmrman. Same process, but you pay more for the letter; you 
pay three for the letter, at the present time, and what do you pay for 
your paper—one-fourth of a cent? 

Mr. Ineatts. A half a cent. 

The CHarrman. Half a cent. 

Mr. Ineatts. Yes, sir. 

Well, in other words, a railroad train of Pennsylvania Railroad 
running from Washington to Chicago, if there is just one Pullman 
car carried by a diesel engine with changing crews between here and 
Chicago, with no coaches, with no baggage cars on there, of course, 
the Pullman passengers would never be paying the total cost of that 
train. I know that, let’s say, the passenger plus the baggage would 
help to pay in getting that train from Washington to Chicago, but the 
Pullman car alone would never in the world pay its own way. 

The Rhodes amendment would affect us only policywise. 

The Cuarrman. You are speaking of the $100,000? 

Mr. Incatts. Yes. We wouldn’t get up into the so-called subsidy 
limit of $100,000 a year. We, as American Agriculturist, would op- 
pose the general policy of determination because if that were enacted 
I think the chances would be very good that perhaps the limits would 
be lowered. 

In other words, if it got down to a matter of $23,000 a year as a so- 
called subsidy— 

The Cuarmman. A great many corporations making maybe $101,000 
or one hundred ten or fifteen could get by that pretty easy by changing 
their systems and probably their deliveries and all very easy by not 
using the mails, couldn’t they ? 

Mr. Ineatts. That is right. 

The Carman. So that would cut down on the amount of the 
revenue that the Post Office is getting. 

Mr. Ineatts. Yes, sir. 

Well, I have one basic thought. I do think this, that we would have 
to be told by Congress or the Post Office Department the exact educa- 
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tional value of American Agriculturist before we would ever be able 
to answer the question, Are you paying too much postage now or should 
pn pay more? I do feel eer too, that as long as the post office 

as free services it is just impossible for us to ever give an answer as 
to whether we should pay less or pay more for our postal privileges. 

If I may add one thing more and then, Mr. Chairman, I am 
through. The philosophy that inspired the passage of the act, March 
8, 1879, was that publications are a part of our country’s vast system 
of public education. And I think that is just as true today as it was 
in 1879. 

The Cuarrman. I think you are right there and probably you know 
that it is costing maybe a hundred times—a thousand times as much 
today because you have more publications using that particular thing. 

Mr. Ineauts. I have often wondered, too, when that act was passed 
whether or not, in addition to the philosophy of public education, if 
there wasn’t some real hard business thinking that publications would 
help to pay the freight on first-class mail. 

That, Mr. Chairman, is everything that I have. 

The Cuarrman. We are certainly glad to have you come here and 
give us this information. Do you have any questions, gentlemen ? 

Mr. Pascua. No questions. 

Mr. Brawtey. No questions. 

The Cuatrman. That being so, that is the last witness that we have 
here this morning. 

Mr. Brawtey. Mr. Chairman, under date of June 17, 1957, you ad- 
dressed a letter to the Postmaster General asking for certain additional 
information and breakdowns of tables 100 and 100—A of the 1956 
Cost Ascertainment Report. I suggest that that letter, together with 
the Department’s reply furnishing the information, be inserted in the 
record. 

The Cuarrman. They shall become a part of the record and will 
appear in its appendix. 

(The letter and information referred to appear on pp. 553-556.) 

Mr. Brawtey. Senator, I have a telegram and a statement from 
Senator Neuberger, a letter from Senator Thye, a telegram to Senator 
Clark which he would like included, and various statements and com- 
munications from individuals and organizations pertaining to the 
hearings. I would like to have them also inserted in the appendix of 
the printed record. 

The CuairMan. Without objection, that will be done. 

We wish to thank each of you who have seen fit to give us the benefit 
of your views. I think it is generally known that the problem before 
us 1s very complex and it is for that reason that the committee and 
staff desires to have all the expert opinions that are available so that 
it can proprely bring forth an equitable report and legislation. Thank 
you again. 

(Thereupon, at 11:30 a. m., the subcommittee was adjourned, to 
reconvene at the call of the chairman. ) 
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FRIDAY, JANUARY 24, 1958 


Untrep States SENATE, 
CoMMITTEE ON Post Orrice AnD Crvin SERVICE, 
SUBCOMMITTEE ON PostTaL Rates, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10:15 a.m. in room 
135, Senate Office Building, Hon. Olin D. Johnston, chairman of the 
committee, presiding. 

Present: Senators Johnston (presiding), Scott, Neuberger, Yar- 
borough, Carlson, Martin of Iowa, Morton, and Martin of Pennsyl- 
vania. 

Also present: William Brawley, executive director, and Frank 
Paschal, professional staff member. 

The Cuatrman. The committee will come to order. 

Mr. Summerfield, you may proceed. 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL OF THE UNITED STATES 


Mr. SumMERFIELD. I am here today to offer for your consideration 
an amendment to H. R. 5836 which would establish a 5-cent rate on 
each ounce of non-local-letter mail as recommended by the President 
in his budget message. 

With your permission, Mr. Chairman, I should like to read the lan- 
guage of the proposed amendment into the record. 

Strike out all of the language in lines 14 through 17, page 2, relating 
to subsection (a), and insert in lieu thereof the following: 


(a) The first section of the joint resolution of June 30, 1947 (61 Stat. 213; 
39 U. S. C. 280), is amended (1) by striking out “3 cents for each ounce or frac- 
tion thereof” in that part which precedes the proviso, and by inserting in lieu 
thereof “5 cents for each ounce or fraction thereof when mailed for nonlocal 
delivery, and 4 cents for each ounce or fraction thereof when mailed for local 
delivery”, and (2) by the addition of a paragraph reading: ‘For the purposes 
of this section ‘mailed for local delivery’ shall include mail which originates 
within the delivery limits of a post office for delivery to an addressee located 
within the delivery limits of such post office. In large cities with adjacent areas 
of dense population having two or more post offices, the Postmaster General 
may, in his discretion, and under such regulations as he may prescribe, regard 
any first-class matter mailed at one of such offices and addressed for delivery at 
another of such offices as matter ‘mailed for local delivery’.” 


Mr. Chairman, I would like at the next meeting of the committee 
to explain in some detail, with some charts we prepared, the results 
of our 2 years of very careful study and preparation for this recom- 
mendation, which I am sure will explain to your complete satisfac- 
tion the workability and advisability of this suggested amendment. 
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I come before this committee with a keen awareness that in these 
troubled times Members of the Senate are confronted with many 
grave problems requiring corrective action. One of the most urgent 
of the problems pointed out by the President in his budget message is 
the need of legislation authorizing adequate postal rates. In view of 
this, it is my hope that this committee’s detailed study of postal-rate 
legislation is nearing completion and it is now in a position to take 
immediate action. 

As you may recall, Mr. Chairman, this is my second appearance 
before this committee in support of H. R. 5836. In my previous testi- 
mony and that of former Deputy Postmaster General Maurice H. 
Stans on August 16, 1957, the provisions of this bill were discussed 
in onsite detail. Because of this, I will not impose upon your 
time to restate the views of the Department on each of the provisions 
contained in this bill. Instead, I will limit my remarks to the 
amendment under consideration. 


OUR CURRENT FISCAL SITUATION 


At the end of this fiscal year, the aggregate postwar postal deficit 
will amount to $6 billion. Next year—on the basis of current-costs— 
the postal deficit will amount to an estimated $676 million, but this 
sum—enormous though it is—is only the starting point. Railway 
pay increases, some of which have already been granted by the In- 
terstate Commerce Commission and some of which are still pending, 
will add at least $25 million to annual operating costs. This in itself 
would mean a minimum operating deficit of $701 million exclusive 
of other anticipated cost increases. 

H, R. 5836, as passed by the House last year—exclusive of the 
Rhodes amendment—would produce additional annual revenues of 
about $526 million in the first year based on fiscal 1957 operating 
experience. There would then remain a deficit of at least $175 mil- 
lion exclusive of any possible increases in cost resulting from wage 
legislation. The proposed amendment of 5 cents on nonlocal letters 
would raise additional revenues to eliminate this $175 million deficit. 

Thus the 5-cent rate is completely justified on the basis of current 
costs alone without consideration of pending pay increases. The 
enactment of pay legislation would make even more necessary the 
adoption of this amendment. 

There are also other compelling reasons why the Congress should 
= ty a 5-cent out-of-town letter rate. 

he facts support a 5-cent nonlocal letter rate. The proposed 
5-cent nonlocal letter rate amendment is clearly supported by the 
weight of overwhelming evidence. Here are the facts: 

1. Letter-mail cost coverage far below historic average: Letter mail 
always receives preferential handling every step of the way and the 
Congress—recognizing this fact—has historically fixed letter-mail 
charges to reflect such treatment. From 1926, the first year in which 
records were available under the cost-ascertainment system, to 1941, 
the Congress maintained first-class revenues on a level which pro- 
duced an average cost coverage of 140.5 percent. In other words, dur- 
ing those years the Congress established rates on letter mail which 
produced an average return of more than 40 percent above allocated 
costs in recognition of the additional cost and value of preferential 
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service. Since 1946, however, six successive pay increases and other 
higher costs have reduced the cost coverage on this—the Department’s 
prime service—so that today it is actually being run at a loss. 

The Crarman. First-class mail has priority in handling; the other 
classes are then used to take up the slack. 

Mr. SuMMERFIELD. That is correct. 

The Cuarrman. Proceed, please. 

Mr. Summerrietp. Amending H. R. 5836 by adding a 5-cent rate on 
out-of-town letters would restore first-class mail revenues to historic 
levels. Such a rate would produce a cost coverage of 139 percent on 
a straight allocated-cost basis after consideration of the impending 
cost adjustments recommended in the President’s budget message. 

I might add, gentleman, that virtually every major postal system in 
the world charges more for letter mail than the cost of service on a 
straight accounting basis in recognition of the preferential treatment 
such mail is universally accorded. 

2. Letter mail no longer pays a fair share of total costs of operating 
the Post Office Department: One of the major reasons for the large 
postwar postal losses is that first-class has failed to pay its historic 
share of total postal costs. Let me illustrate. The average revenue 
contribution maintained by the Congress for the 10-year period fol- 
lowing enactment of the 3-cent letter rate in 1932 was approximately 
50 percent. However, during the inflationary period following World 
War II this revenue contribution has been permitted to decline 
sharply. Last year it amounted to less than 35 percent of postal costs 
and the long-term trend continues to be unfavorable. After enact- 
ment of H. R. 5836, amended to include a 5-cent out-of-town letter 
rate, the revenue contribution of first-class mail would return to that 
of the prewar average—about 50 percent of the total cost of operating 
the postal system. 

3. Letter rates alone have failed to contribute to postwar cost in- 
creases: Letter mail is the only major service whose rates today are at 
the same level as they were in 1932. This means that letter mail is 
the only service that has made no contribution whatsoever, in terms of 
rate adjustments, to help defray operating cost increases. Since 1932, 
6 wage increases, 2 railroad rate hikes, and a general rise in commod- 
ity prices prices have added 1.4 cents to the cost of the average letter. 
Pending wage increases and other higher costs will increase this even 
more this year. 

I should like to point out further that the proposed percentage in- 
crease in letter-mail rates is still less than the aggregate percentage 
increases proposed for other classes of mail. In view of this, there is 
no possible justification for not asking the users of preferential letter 
mail to make a fair contribution to the increased cost of the service they 
receive. 

4, A 3-cent letter rate worth 6 cents today: If one were to consider 
only the decline in the value of money since 1932, there would be ample 
reason for charging a rate of 6 cents on letter mail today. The main 
reason why this service can be performed for less than 6 cents is that 
increases in the volume of letter mail and improved management prac- 
tices have permitted economies of operation which have helped to re- 
duce unit costs. In terms of the purchasing power of money today, 
the proposed rate of 5 cents on nonlocal letters is actually lower than 
the 3-cent rate in effect in 1932. 
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5. Senate action in 1951 underscores reasonableness of 5-cent letter 
rate today: In 1951, at the recommendation of this committee under 
its present chairmanship, the Senate passed a postal rate bill which 
included a provision to increase letter mail by 1 cent an ounce. Had 
the House accepted this measure as it passed the Senate the American 
taxpayer would have been spared an expenditure of almost $2 billion 
in postal losses during the intervening years. I repeat, $2 billion would 
have been saved. 

I am convinced that the 4-cent letter rate was fully justified in 1951, 
and I commend this committee and the Senate for its actions. But 
that was 7 years ago. Since then, annual postal costs have increased 
by more than a billion dollars, largely as the direct result of wage 
increases and other benefits granted by the Congress to deserving postal 
workers. If a 4-cent letter rate was justified in 1951, then a 5-cent rate 
on nonlocal letter mail is fully warranted today, at a time when the 
Federal debt is within a few million dollars of the statutory ceiling. 
The whole Nation recognizes the need to reduce the fiscal burden of 
nondefense activities at this time. 

6. Modernization program must be based on sound postal financing: 
It is estimated that by 1970 the Post Office Department will be handling 
more than 75 billion pieces of mail for a population of more than 200 
million Americans. 

If we are to meet the tremendous challenge of the job ahead we must 
modernize. Wemuch mechanize. We must rebuild the physical plant. 
We should not deny our loyal postal workers the benefits of modern 
equipment. 

Even in terms of today’s needs our facilities are inadequate. We 
must take action now if we are to be ready to handle the ever-growing 
volume of mail in the years ahead. 

But to put a modernization program in high gear requires a founda- 
tion of sound financing. We cannot in good conscience ask the Ameri- 
can taxpayer to provide additional millions for modernization when 
he is already paying hundreds of millions of dollars for needless postal 
subsidies. 

7. Other nations show the way: A review of the Universal Postal 
Union’s listing of domestic rates of postage indicates that 34 postal 
systems—such as France, Germany, Belgium, and Sweden—now 
charge approximately 5 cents for letter mail. 

Canada, for example, has had a letter rate of 5 cents and 4 cents 
on the first unit of weight of out-of-town and local letter. mail, re- 
spectively, since 1954. During this period it has maintained its postal 
system on a self-supporting basis. 

8. Out-of-town letters cost more to handle: A letter mailed in 
Washington to an address in California is obviously more costly to 
handle than a letter mailed for local delivery. On the average it 
already costs the Department about six-tenths of a cent more to handle 
out-of-town letters than to handle local letters. The pending cost 
increases, including higher railroad transportation costs, will enlarge 
this cost differential. 

The American people are well aware that it costs the Government 
more to deliver an out-of-town letter than one addressed for delivery 
in the neighborhood. In fact, many of them have written to me sug- 
gesting that a higher rate be established on out-of-town letters. 
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Other nations are also faced with a cost spread between local and 
nonlocal letters and many have met it—as has Canada—by charging 
a higher rate for letters moving beyond the community. 

There is also precedent in this country for a rate differential be- 
tween local and nonlocal letters. From 1933 to 1944 a 1-cent rate 
differential on letter mail was in effect. 

In earlier testimony this committee was advised that the letter-rate 
differential in effect from 1933 to 1944 gave rise to certain admin- 
istrative complexities. There is no question but that local-nonlocal 
letter rates are more difficult to administer than a single flat letter 
rate which applies regardless of distance. However, the critical rev- 
enue needs of the Department now override the administrative con- 
venience of postal management. 

I should like to assure this committee, further, that the local letter 
rate has been subject to careful scrutiny over the past 2 years with the 
result that—although presenting some difficulties—we are confident 
that it can be properly administered. 

The amendment under consideration defines local-letter mail as 
that which originates within the delivery limits of a post office for 
delivery to an addressee located within the delivery limits of such 
post office. Such mail requires a minimum of handling and incurs 
virtually no transportation expense. 

We are asking the Congress to permit the Postmaster General some 
discretionary authority in determining the boundaries of “local-letter 
mail” in metropolitan areas which would relieve the Congress of 
having to enact the kind of special legislation adopted by the 75th 
Congress to extend the local rate to letters mailed for delivery wholly 
within the county of Queens in New York City. 

9. A 5-cent rate conforms with the policy provisions of H. R. 5836: 
Title II of the bill under consideration establishes a postal policy. 
The adoption of a 5-cent rate on out-of-town letter mail is consistent 
with this policy. 

I should like to refer to section 203 (c) (2) of H. R. 5836 which 
provides that : 





The acceptance, transportation, and delivery of first-class mail constitutes 
a preferred service of the postal establishment and, therefore, the postage for 
first-class mail should be sufficient to cover (a@) the entire amount of the ex- 
penses allocated to first-class mail in the manner provided by this title and (bd) 
an additional amount representing the fair value of all extraordinary and 
preferential services, facilities, and factors relating thereto. 

The Cuarrman. Mr. Summerfield, would you object to our setting 
out in the policy program what preference one class should have over 
another ? 

Mr. SuMMERFIELD. The Post Office Department would not object. 

10. Proposed increases in letter rates still less than recent increases 
in rates of the telegraph industry: There are two major communica- 
tion systems in the United States available to private citizens for the 
transmission of written intelligence: telegraph, and letter mail. Both 
of these systems have been subject to postwar inflationary costs. They 
hire from a common labor pool and buy supplies and equipment on 
the open market. As a further corollary, the rates which they charge 
are subject to Government regulation. Now, let’s see what regulatory 
bodies have approved in the way of higher rates for the telegraph 
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industry during the period in which letter rates have remained at, 
3 cents. 


In the telegraph industry since 1932, rates have increased as follows: 


Percent 

wecrease 
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The bill under consideration, including the proposed amendment on 
out-of-town letters, would raise letter rates about 50 percent above the 
1932 level. 

I cannot believe that the users of letter mail expect the post office to 
ignore its cost increases any more than the users of the telegraph 
service expect Western Union to ignore its costs in setting rates. 

A candid appraisal of the financial situation of the Post Office De- 
eon today and the increases in costs it faces in the immediate 

uture makes it abundantly clear that the costly delays in enacting 
necessary rate legislation have only increased the intensity of its need. 
I recall that in April of 1954 when I appeared before this committee 
seeking increased postal rates I remarked, “Procrastination will not 
cure the patient. It will only complicate and intensify his ills.” Un- 
fornuately, we have already seen this prediction come true. The fi- 
nancial problems of the Department have intensified since 1954 and 
the corrective action necessary to restore sound fiscal practice in our 
operations involves even higher rates of postage than were previously 
necessary. This is the reason why President Eisenhower has asked 
the Congress to amend H. R. 5836 to provide for a 5-cent rate on 
nonlocal letters. We cannot delay longer. There is an urgent need 
for prompt action. 


THE URGENT NEED FOR ACTION NOW 


There is an urgency about this bill which transcends that of pre- 
vious rate bills considered by this committee. Let me point out why 
further delay would be unthinkable. 

The members of this committee are fully cognizant of the perils 
which face our Nation today. It is useless and dangerous to talk or 
even think of “subsidies as usual” while the present threat of inter- 
national tension hangs over our heads. This is a time to reassess the 
Nation’s resources and the application of those resources to the great- 
er needs of the people. If we are to maintain a balanced budget and 
an adequate defense posture, we must face realistically the task of re- 
ducing the burden of postal deficits on the Federal budget. 

To provide for the critical defense needs of our Nation we must ap- 
ply unyielding tests of expenditures for nondefense purposes. I am 
certain that all of us will agree that postal losses fit into this 
category. 

A few days ago the Secretary of the Treasury was compelled to 
asked the Congress to raise the debt ceiling in the amount of $5 bil- 
lion. I might point out, Mr. Chairman, that this is less than the 
cumulative postal losses following World War II. If postal rates 
are not adjusted, cumulative postal losses over the next 5 years could 
alone compel another $5 billion increase in the debt ceiling. I am sure 
that neither I nor members of this committee would care to take the 
responsibility for failing to act now. 
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Recognizing that postal workers have not been insulated from the 
inflationary forces in our economy, the President’s budget provides 
for a salary increase which will raise postal operating costs by an 
additional $160 million. Responsible government should follow the 

olicy of seeking additional revenues to offset every increase in the 
Denartentiets operating costs. This makes all the more essential 
prompt enactment of postal-rate increases. 

Regardless of the many differences in views which exist on specific 
rates of postage and rates of pay, I am certain that there is general 
agreement that prompt enactment of both of these measures is in the 
public interest. It would be unrealistic for the Congress to approve 
postal pay legislation before providing revenues through the enact- 
ment of H. R. 5836 with the amendment I have suggested. 

Prompt action by this committee and subsequent prompt action by 
Congress must be taken if we are to avoid: 

1. An annual postal deficit of a billion dollars in the immediate 
future. 

2. A further unconscionable drain on the general fund of the 
Treasury of the United States which will impair the fiscal integrity 
of the Government and impede our defense efforts. 

3. A continuation of unwarranted postal subsidies to large users 
of the mails when every effort must be taken to reduce needless 
Government expenditures. 

4. A further deterioration of postal facilities, buildings, equip- 
ment, and machines in the face of ever-increasing volume of mail. 

Finally, it is no credit to the United States for the Congress to 
permit our Post Office Department to be the only major postal 
system in the world which is not operated on a sound financial basis. 


A NONPARTISAN ISSUE 


Mr. Chairman, I should like to take this opportunity to pay special 
tribute to Senator Carl Hayden, chairman of the Senate Committee 
on Appropriations, who displayed the highest ideals of fiscal state- 
manship when he appeared before your committee on December 12, 
1957, in support of higher postal rates. The appearance of the dis- 
tinguished Senator from Arizona is characteristic of the bipartisan 
support which this legislation has received from Members of both 
the House and the Senate. 

In his testimony Senator Hayden raised a very simple question 
which touches the heart and pride of every American. He asked: 

If every other civilized country in the world can make its postal service 
pay its own way, why cannot our Government do it? 

A good question. I am sure that if this question were asked of 
the American public at large, the answer would be an overwhelming 
denial that we cannot do it and an irresistible mandate for the Con- 
gress to do so without further delay. 

The reason for Senator Hayden’s request to be heard by this com- 
mittee is particularly significant and I should like, if I may, to repeat 
his reasons in his own words. Senator Hayden said, and I quote: 

I am here today * * * to urge your committee to relieve the members of 
my committee and the members of the House Committee on Appropriations from 


having to recommend appropriation of money which they know is not available 
in the Treasury, and which will have to be borrowed from some source, in 
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order to pay the continuously increasing cost of carrying on the work of the 
Post Office Department. 

I have not the slightest doubt that the views expressed by Senator 
Hayden reflect the sentiments of the vast majority of the Members of 
the Senate as they do those of the Members of the House who on 
August 13, 1957, supported this bill by a vote of almost 2 to 1. 


CONCLUSION 


Today the postal service of our country is at the crossroads. One 
road leads to fiscal responsibility and better mail service. The other 
leads to still heavier tax burdens on the general public, increased 
postal subsidies to the large mail users, and unavoidable deterioration 
of mail service. 

The Post Office cannot stand still. We must choose between these 
roads, and I feel, members of the committee, that the choice must 
be made now. 

I would like to show you two charts, if I may, Mr. Chairman and 
members of the committee. 

I feel, and I have felt for some 5 years now, that too many people 
have considered the Post Office Department a separate part of the 
Government that somehow wasn’t too seriously related to the whole 
Government itself. It seemed that if the Post Office lost huge sums 
of money, it wasn’t material. And that the Post Office was protected 
from bad financing. 

I tried in these charts to bring in proper focus the results of a poor 
fiscal policy in the Post Office Department insofar as its ratemaking 
procedures are concerned, in relation to today’s problems and the 
problems that are facing the Congress of the United States, this 
Government of ours and the people of this country. The yearly 
postal deficit of the Post Office Department now, for this year, is 
approximately $700 million. I would like to relate that for you in 
terms of today’s needs for the defense of this Nation of which we 
have been hearing so much in the past several weeks in hearings be- 
fore the Senate committees. . 
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THE YEARLY POSTAL DEFW/T ~=$ 700 
NOW + APPROKMATES...- AMILLION 


Figure out tor yoursell pow 
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: 0051 oF oF MAJOR DEFENSE ITEMS (source: New York Tiews) 






A nuclear cruiser today costs $87,500,000; $700 million would buy 
approximately 8 of them. That is the loss in the Post Office Depart- 
ment for one 12-month period, this 12 months being no exception. 

The cost of 1 B-52 bomber is $8 million. Approximately 87 of 
those bombers could be bought by the loss of the Post Office Depart- 
ment for this 1 year of 1957. 

An ICBM intercontinental missile costs about $2 million. We 
could build about 350 of those badly needed items. 

A nuclear submarine, which we are hearing a great deal about these 
days, and probably will more so in the weeks immediately ahead, 
costs $40 million. We can build 17 of those. 

The F-102 fighter plane costs $1 million apiece. We can build 700 
of those. 

The Snark missile, which is a 5,000-mile range missile, costs $1 
million. We could build 700 of those. 

A 280-millimeter atomic cannon costs $800,000. We could build 
875 of those. 

The Nike-Ajax missile costs $20,000 apiece. We can build 35,000 
of those. 
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And the IRBM, the 1,500-mile missile, costs about $1 million apiece. 
We could build 700 of those. 

There are two other points I would like to make. The accumulated 
deficit of this Department since 1945 has now reached approximately 
os billion. Currently the administration is asking for an additional 

$1,300 million for its missile program for the year 1958—$1,300 mil- 
lion against the $6 billion deficit. You cannot help but react as I 
do when I realize and know the need, the demands, upon this country 
and its economy these days. If we are going to preserve a free so- 
ciety, a free world, how necessary it is that this country be in the 
best possible position to maintain its defense posture. Ali to think 
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that we are allowing these postal deficits to accumulate at the pace 
we are, at the rate we are and have over the past 12 years, to me 
seems—I find it difficult to find a word to express it properly—$6 
billion. 

Just yesterday I believe the House approved the Treasury’s re- 
auest for an increase in the debt ceiling of $5 billion. Here is an ac- 
cumulated burden of 6 billion. Had there been no deficit in the Post 
Office Department, as there hasn’t been in the postal system of prac- 
tically every civilized nation in the world over the same period of 
time, it would not have been necessary to ask for any increase in the 
debt ceiling. 

So here we are. That is the problem, and that is the challenge 
facing this committee of the United States Senate. It is a challenge 
that faces the Post Office Department’s management. And I might 
add, I think it is in the interest of all of those who use the mail service 
for their convenience or for profit. I think it is incumbent upon 
them, Mr. Chairman, to take a good look, as fellow citizens and as 
fellow Americans, at the real problem of their Government, and rec- 
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ognize the need of a fair and equitable rate adjustment in this Post 
Office Department so that we can correct this situation and get on with 
the job of modernizing our postal system, improving the conditions 
and improving the service to the people of this country, without ask- 
ing the taxpayers to reach in their pockets, in lieu of the people who 
use the mails themselves. . 

Are there any questions on either one of those charts, Mr. Chair- 
man or members of the committee ? 

The Cuarrman, I do not think there are any questions regarding 

our charts. They are self-explanatory. However, there are many 
items in that $6 billion that should be charged to other departments. 
For example, I am aware that the Department of Agriculture is re- 
sponsible for about $700 million of that deficit, due to the CARE and 
school-lunch programs. Other departments are just as responsible 
for some of that deficit. That is the reason that the formulation of 
a postal policy is imperative so that each department is forced to pay 
its fair cian of the running of the Post Office if Congress is desirous 
of having that Department continue to perform some of their func- 
tions. 

Are there any questions for Mr. Summerfield ? 

Senator Neupercer. Just one general question I would like to ask, 
Mr. Chairman, that has rather puzzled me ever since I became a mem- 
ber of this committee, and that is this: The Government sells many 
services. It sells a great deal of material. For example, in my State 
the Forest Service sells billions of board feet of timber each year. 
The Bonneville Power System sells billions of kilowatt-hours of elec- 
tricity. So does the Tennessee Valley Authority. The Alaska Rail- 
road sells transportation, and it is owned by the Government. 

All of those agencies, within the limits of a certain general policy set 
by the Congress, fix their own rates, they fix their stumpage fees based 
on the appraised value of timber. Why is it, over the years, that the 
Post Office Department has not fixed its own rates? 

I have often wondered why, over the long run, that is not the solu- 
tion. As long as the other Government agencies that sell services 
and materials fix their rates based on general policy, I have wondered 
why the Post Office Department doesn’t fix its rates. 

Mr. SummerrieLp. That was a question that came to my mind 
within a few weeks after I became Postmaster General, particularly 
when I determined that that was not the case in this country and that 
it was, in effect, practically true in all the other countries. It is an 
automatic situation. The Director of Posts in Great Britain, if he 
finds the Post Office Department is running in the red, even though 
they contribute $5 million each year in lieu of taxes directly to the 
Government, the Director of Posts makes a request to the Parliament 
for that increase and it is automatically granted without question. 

Senator Neupercer. It is not debated in the Parliament? 

Mr. Summerrieip. There are a few questions asked, and it is done 
automatically. I had the pleasure of meeting with the postal men 
from Great Britain, Canada, and Australia a few weeks ago on the 
occasion of the Fifth Congress of the International Postal Union, 
and I asked that question of a number of them, and many of them 
asked me the question, “Why is it, Mr. Postmaster General, that in 
your country you do not have the authority commensurate with the 
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responsibility that you have of running the Post Office?” That is a 
good question. 

The Cuatmrman. Senator Martin, I believe you wish to comment. 

Senator Martin (Pennsylvania). Mr. Chairman, the question the 
Senator framed isa good one. But unfortunately America, the great- 
est example of the free-enterprise system of the whole world, has more 
regulatory agencies than any other country of the world probably 
except communistic countries. 

Our railroads are in a terrible situation right now because of regu- 
lation. They can’t discard a line that is running at a terrible loss, 
without the consent of the regulatory authorities. I think what the 
Senator suggested is entirely sound. 

Senator Neusercer. General, the point you raise, the Government 
does own the railroad, and yet it doesn’t even fix the rates of that rail- 
road, the Alaska Railroad, to my knowledge. The rates are not fixed 
by Congress but are fixed by the railroad itself. 

Senator Martin (Pennsylvania). I don’t know about that, but take 
our two great railroad systems in the Eastern United States, the New 
York Central and the Pennsylvania. They can’t discard just 60 miles 
of road some place—that are running at an awful deficit and that are a 
disadvantage to all of us who require better service—without the 
consent of a regulatory agency. 

What you are saying I think is sound, very sound. 

I don’t want to get into this now, Mr. Chairman, because I under- 
stand that you want the Postmaster General to return at a later time 
when all of us can ask some questions. I apologize for getting into 
that but it disturbs me. 

The Cuamman. Are there any other questions? The Postmaster 
General has indicated that he will be available when we want him. 
That will probably be next Tuesday. 

Senator Morton. I would like to comment on Senator Neuberger’s 
question. I asked the same question a few years ago on the counter- 
part committee in the House. I found the answer very quickly— 
Congress wouldn’t give up the authority. 

Senator Neupercer. I would vote to give up the authority, as one 
of the five-hundred-odd Members of Congress. 

Mr. Summerrietp. There is one exception: fourth-class mail. 

Senator Neusercer. You can fix the rates on fourth-class mail? 

Mr. SumMerrievD. On a break-even basis, with the approval of the 
ICC. That is a mandatory provision in the law. 

Senator Nnusrercer. What is the situation in Canada, which is a 
country most similar to ours? 

Mr. Summerrrevp. The same as the other countries I spoke of. 

Senator Neupercer. It is not a parliamentary question but ad- 
ministrative question ? 

Mr. SummerrieLp. Administrative question, with the approval of 
the Parliament, which never questions it. 

Senator Martin of Iowa. Did I understand you to say that no 
other country takes this power to fix the rate away from the postal 
carrying agency ? 

Mr. Summerrte.p. That is correct, sir. 

Senator YarsoroucnH. I would like to ask, Mr. Chairman, whether 
there has ever been a proposal before the Congress to give the Post- 
master General discretionary power to fix rates on all classes of mail 
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other than first-class mail. Do you know of any? Has there been 
any history of such legislation ? , 

The CHarrman. I don’t know of any such since I have been in 
Congress. 

Mr. Summerrrevp. I might make this observation, Mr. Chairman. 
In lieu of the authority in the hands of the Postmaster General to 
adjust rates, this committee and the Senate and the Congress can 
correct the situation very quickly by approving this rate and putting 
us in a sound financial condition, through this request for new legis- 
lation. 

Senator Scorr. In other words, you would rather we take that 
responsibility ? 

Mr. Summerrietp. Frankly, Senator, I would be very happy to 
have that responsibility, and 1 would have exercised it before properly 
if we had been on a more nearly pay-as-you-go basis 5 years ago. But 
in lieu of that, facing facts as they are, we would be very happy if 
the Senate would correct the situation insofar as we need adjustment 
of the rates. 

The CHatrmMan. There appears to be no further questions, Mr. 
Summerfield. You are excused. Thank you for your testimony. 

Mr. Summerrietp. Thank you, Mr. Chairman, and gentlemen. 

The Cuamrman. Mr. William C. Doherty, president of the National 
Association of Letter Carriers, is our next witness. 

Mr. Doherty, you may proceed. 


STATEMENT OF WILLIAM C. DOHERTY, PRESIDENT, NATIONAL 
ASSOCIATION OF LETTER CARRIERS 


Mr. Douerry. Thank you, Mr. Chairman. 

My name is William C. Doherty. I am president of the National 
Association of Letter Carriers, an organization comprising in its 
membership more than 100,000 city, village, and rural letter carriers 
in the United States, Alaska, Puerto Rico, and Hawaii. 

In their behalf, I appear before this distinguished committee to sug- 
gest certain amendments to H. R. 5836, the postage rate increase 
measure, and to urge that definite principles be embodied in this leg- 
islation to guide future policy of the Post Office Department. 


POSTAL POLICY 


First things should come first. The Post Office Department can- 
not function efficiently unless its operations are geared to a clear-cut 
policy laid down by Congress. 

Because of perennial controversies over postage rates, the honorable 
chairman of this committee, acting under Senate Resolution 33, en- 
acted by the 84th Congress, appointed a citizens’ advisory council 
more than a year ago to examine postal operations and rates and make 
recommendations on postal policy. I had the honor of serving as a 
member of that council. 

In its report, submitted February 26, 1957, the citizens’ advisory 
council reached these findings of fact: 

1. That the entire history of our country strongly supports the 
concept of the post office as a public service. 
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2. That it has lived up to that concept by rendering vast contribu- 
tions to the public welfare and by fostering the economic and educa- 
tional progress of the Nation. 

3. That the postal service is in the peculiar position of being the 
only Government department asked to meet its operating costs by 
matching revenues. 

4, That there is a great need for the post office to be given new 
tools to modernize its operations and for its officials to redirect their 
thinking toward better service at less cost. 

I urge that this committee, in redrafting H. R. 5836, direct as 
clearly and cogently as legislative language permits that the postal 
establishment shall live up to its historical role as an agency of service 
for the American people; and that its primary function must be to 
furnish the American people with swift, frequent, and efficient mail 
service at reasonable and fair rates. 


SUBSIDIES 


From time immemorial, the Government of the United States has 
subsidized the development of our national transportation, com- 
munication, and educational systems through the operations of the 
Post Office Department. No one can challenge the fact that this 
policy has accomplished an immense amount of good for our country 
and our people. 

It is not my purpose to burden this committee by enumerating all 
over again the various public welfare services which are still carried 
on by the Post Office Department through various types of subsidies. 

I do urge that Congress retain these worthwhile services. I also 
emma that the subsidies, where hidden or disguised, should be 
brought out into the open and designated in their true light. While 
all estimates on post-office costs are open to challenge by accountancy 
experts representing various interests, it seems clear that it costs the 
Department $200 million more a year to handle second-class mail than 
it takes in from this source. 

This $200 million a year—or whatever figure the accountants are 
willing to settle on—represents a subsidy to the ever: of news- 
papers, magazines, and books. It is a hidden subsidy. 

While I find myself frequently in disagreement with the views ex- 
pressed in many of these publications thus subsidized by the Govern- 
ment, I would be the last one to recommend that the subsidy be com- 
pletely eliminated. I am a great believer in the value of the printed 
word. There is no question that cheap mailing costs for these publi- 
cations have contributed over the years to the education and enlight- 
enment of the American people. It has made possible a wider distri- 
bution of news, opinions, and information among the American peo- 
ple than among any other peoples anywhere else in the world. 


POSTAL EFFICIENCY 


So far as the American people are concerned, the Post Office De- 
partment is considered by all odds the most efficient in the whole Fed- 
eral service. It is the only branch of the Government that comes into 
daily contact with virtually every American home and business estab- 
lishment. Even though the infamous curtailment order of April 17, 
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1950, has slowed mail collections and cut down deliveries, the limited 
service remains regular, dependable, and accurate. 

Yet the Post Office Department itself, through former Deputy 
Postmaster General Maurice H. Stans, has dnacuibe 
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—— and physical setup as “antiquated and antediluvian.” With 
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to that statement, I agree completely. 


How, then, is it possible to maintain service at even its present level 
of reduced efficiency? The miracle stems from the patient, hard- 
working, skillful services rendered by the dedicated career employees 
of the Post Office Department. Despite handicaps too numerous to 
mention, they are doing a remarkably good job. 

This may be considered a self-serving declaration, but it is so ob- 
viously true that I do not anticipate any serious challenge. 

Certainly, the letter carriers, whom I have the honor of represent- 
ing, must be considered the reition ambassadors of the United States 


Government to its people. 


hey have earned their popularity the hard 


way. They have kept their appointed rounds, no matter how bad the 
weather, nor how heavy the load. And they have discharged their 
duties with unfailing regularity and unflagging courtesy. 

But even the letter carrier is human and even his morale is subject 
to being undermined. The chief pressure upon him, as upon other 

ostal workers and indeed all Government workers, has been economic. 

Vith only 1 pay raise in 7 years, while living costs have rocketed sky 
high, many letter carriers and other postal employees have been forced 
to take on spare-time jobs in order to make ends meet. 

Obviously such a situation is not conducive to high morale or top 
efficiency in the postal service. Therefore, as the first step toward in- 
creasing the efficiency of the postal service, I strongly recommend a 
substantial increase in pay for all those who are engaged in this serv- 
ice. S. 27, the postal pay bill pending on the Senate Calendar, offers 
the best approach to solving that vitally important problem. 

Mind you, I am not suggesting such action as part of the pending 
postage rate bill, H. R. 5836. The National Association of Letter 
Carriers has always maintained that there should be no tie-in be- 
tween postage rates and postal pay. Our position in this respect was 
fully confirmed by the report of the Citizens’ Advisory Couneil, which 


said: 


Improvement in postal service and better working conditions for postal work- 
ers can only come if wage scales are adjusted on the basis of merit and economic 
conditions and not tied to postal rates or postal revenue. 

The second major step toward improvement of postal efficiency must 
come from an orderly and scientific study of the inadequacies of its 
present machinery and equipment. In line with recommendation No. 
5 of the report of the Citizens’ Advisory Council, I therefore urge that 
H. R. 5836 include an appropriation for research into the capital im- 
provements necessary to reorganize the Postal Establishment on the 
basis of the highest standards of modern business efficiency. 


POSTAGE RATES 


IT appeared before this committee on April 3, 1951, and urged an in- 
crease in first-class postage rates from 3 cents to4 cents. Nothing was 


done about it. 


In fact, the 3-cent rate has now been in effect 26 years— 
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a period in which virtually all other prices for goods and services have 
at least doubled. 

While H. R. 5836 contains a provision for increasing the rate to 4 
cents, I now seriously urge this committee to fix it at 5 cents. There 
are two main reasons for this recommendation : 

1. First-class postage is the prime service of the Post Office Depart- 
ment. The entire Department and its facilities are geared to giving 
pions service to first-class mail. Therefore, even though departmental 

gures may show no considerable loss in handling first-class mail at 
present rates, the statistics do not give enough weight to the cost of 
such priorities. Furthermore, this committee should bear in mind 
that if Congress approves a 4-cent rate this year, the Department will 
be back in a very short time asking for a nickel. I think it would be 
far wiser to set the rate now at 5 cents and maintain stability in the 
cost of first-class postage for some years to come. 

2. The American people are no longer penny conscious. With to- 
day’s inflation, pennies are virtually worthless except in payment for 
postage stamps. Iam confident that the American people—and busi- 
ness interests as well—would not object to 5-cent first-class postage if 
true first-class service is restored by the Post Office Department. 

By the same token, I recommend that airmail postage be increased 
from 6 cents to 10 cents. Even at a dime it would be the biggest bar- 
gain available in the country today. 

I also recommend that the increase in second-class mail rates pro- 
vided for in H. R. 5836 be enacted into law and that continuing losses 
in this category be publicly identified as a subsidy to the publishers 
in the interests of maintaining high American educational standards. 

While third-class mail is commonly regarded as junk mail, wit- 
nesses before this committee have testified that it is vital to the con- 
tinuation of thousands of small and large business firms. The rates 
in this category have been so low that I am willing to go along with 
the increases provided for in H. R. 5836. 

That, in effect, sums up our views on the main provisions of the 
legislation under consideration by this committee. If the recom- 
mendations herewith submitted are enacted into law, postal revenues 
will be substantially increased and stabilized. The Post Office De- 
partment can be operated, as it was meant to be from its inception, 
with both eyes focused on public service rather than on profit and 
loss sheets. 

The Cuarrman. Thank you, Mr. Doherty, for your testimony. 

We will stand in recess, subject to call of the Chair. 

(Thereupon, at 11 a. m., the subcommittee was adjourned, to re- 
convene on call of the Chair.) 
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TUESDAY, JANUARY 28, 1958 


Untrep States SENATE, 
ComMMITTEE ON Post Orrick AND Civin SERVICE, 
SUBCOMMITTEE ON PostaL RaTEs, 
Washington, D. C. 
The subcommittee met, pursuant to adjournment, at 10:05 a. m., in 
room 135, Senate Office Building, the Honorable Olin D. Johnston, 
chairman of the committee, presiding. 
Present: Senators Johnston, Scott, Church, Yarborough, Proxmire, 
and Jenner. 
Also present: William Brawley, executive director, and Frank A. 
Paschal, professional staff member. 
The CHatrman. The committee will come to order. 
The Postmaster General has been invited to return today to answer 
any questions that the committee and the staff may have for him. 
However, Mr. Summerfield, before we proceed with the questioning, 


please feel free to add anything to the testimony that you deem perti- 
nent to this hearing. 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL OF THE UNITED STATES, ACCOMPANIED BY HON. HYDE 
GILLETTE, ASSISTANT POSTMASTER GENERAL OF THE UNITED 
STATES; HON. JOHN M. McKIBBIN, ASSISTANT POSTMASTER GEN- 
ERAL OF THE UNITED STATES; IRVING I. RAINES, DIRECTOR, 
DIVISION OF POSTAL RATES; JAMES E. MOYER, ASSISTANT DI- 
RECTOR, DIVISION OF POSTAL RATES; AND BERT B. BARNES, 
FIRST DEPUTY ASSISTANT POSTMASTER GENERAL 


Mr. SumMerriED. I would be very glad to answer any questions and 
I have several of my staff members here and they would be glad to 
provide any technical information anybody cares to have. 

I might say that one of the Assistant Postmaster Generals, Mr. Mc- 
Kibbin, who is Assistant Postmaster General in charge of operations, 
is here and he has a few charts with him and we will be very glad to 
answer any questions having to do with this local and nonlocal 
differential. 

Senator Jenner. Mr. Chairman, since I have to go to another meet- 
ing, there is one question I would like to ask. 

The CHarrman. Proceed. 

Senator JENNER. Mr. Postmaster General, I am leaving this com- 
mittee to go up and attend a Finance Committee meeting and they are 
considering the very important matter of raising the debt limit to $280 
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billion. Now, as I understand it, from what I have read of your testi- 
mony and my ‘conversations with you concerning this important mat- 
ter, if we have a 4-cent first-class mail stamp, that will bring in how 
much money ¢ 

Mr. SummerFievp. About $525 million. 

Senator Jenner. About $525 million and if we have a 5 cent stamp, 
that will bring in how much ? 

Mr. SUMMERFIELD. $175 million in addition. 

Senator Jenner. Now, with a 5-cent stamp, what will be the finan- 
cial status of your Department, taking into consideration the pro- 
posed pay increase and proposed rates / 

Mr. Summerrievp. If the pay increase passes and, in addition, add- 
ing the amount of additional revenue that we will have to pay out to 
the railroads because of increase in their rates that is pending before 
the Interstate Commerce Commission, the deficit will be nearly $900 
million before a postal rate increase. 

Senator Jenner. With the 5-cent increase for first-class mail, what 
will be the deficit ? 

Mr. SummerrieLp. In the neighborhood of $200 million. 

Senator JenNER. What will be the deficit of the 4-cent stamp, first- 
class mail ? 

Mr. Summerrretp. Add $175 million to that, sir, giving a deficit of 
$375 million. 

Senator JENNER. $375 million ? 

Mr. Summerrievp. That is correct, sir. 

Senator Jenner. Well, I think that is important, Mr. Chairman, in 
view of the fact that I do have to go to this other committee, and see 
what the fiscal status of our country is getting to be. The more we 
increase our debt, and with the second largest item in our Government 
budget being interest on the debt, this is one Department where I 
think the people realize the overall situation and are willing to pay an 
increase to at least help hold this thing down. 

Certainly, we cannot operate in separate committees and airtight 
compartments and not look at the overall picture and I wanted to get 
those figures in my mind because I think it is very important that we 
correlate what we are doing in the various committees in the Congress. 
It looks to me like the House has already passed a debt increase » by a 
substantial majority to raise it $5 billion. Probably the Senate will 

take the same action, so it looks to me like if we can in good conscience 
and good business practice improve our postal system ‘and raise these 

“ates, we can at least cut down part of this deficit. Otherwise, we are 
going to keep on pyramiding this debt until some of these days we 
might not only be broke, but we may be broke and dead at the same 
time. 

I think that is all I have, 

‘The Cuarrman. Senator Church, I believe you have some questions. 

Senator Cuurcu. Mr. Summerfield, may I ask if those figures were 
based upon the pay-increase bill as rec commended out by this commit- 
tee or based upon the pay increases recommended by the administra- 
tion ? 

Mr. Summerrtetp. The administration bill was estimated to cost 
$160 million and you add somewhere around $25 million, which the 
railroads will require, which would give you $185 million, plus $700 
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million; this would give you roughly a $875 million deficit, or in round 
numbers approximately $900 million before any rate increase. 

If I might just comment, I am sure public reaction to publication 
of the facts and figures that I have just repeated to the two Senators 
is such that they are not only willing that these rates be adjusted 

roperly, including the 5 cents, but are very anxious to have it done 
ecause I am sure the public realizes now that the few pennies in 
postage that we are talking about means millions of dollars in defense 
of this Nation and that we can no longer consider the Post Office 
Department as a kind of poor relation of this Federal Government. 

Senator Cuurcu. It is my feeling, Mr. Summerfield, that in good 
conscience, we cannot permit the Post Office Department to operate 
at an annual deficit that approximates a billion dollars and I think 
that as between subsidizing the Post Office operation by a levy on 
the taxpayers at large and looking principally to those who use the 
Post Office service to pay for the expense of maintaining and operat- 
ing that service, the latter is the more equitable. 

But, I am interested in knowing to what extent under the admin- 
istration’s proposals each of the different classes of mail under the 
rates proposed by the administration will hence, so to speak, bear 
their own weight and I am wondering if you have any charts here 
today that will illustrate that point? 

Mr. SumMERFIELD. Yes, I think we have. 

Mr. Raines. We do not have a chart that we can use at the moment. 

Senator Cuurcu. We really do not need a chart. I thought per- 
haps you had one but if you have the figures—— 

Mr. Rarnes. We can give you figures which are rough figures. 
Your first class would give you about 140 percent coverage of costs 
on a straight allocated basis without allowance for any preferential 
service factors. 

Senator Cuurcu. Under the proposed 5-cent rate? 

Mr. Rarnes. Under the President’s budget proposals including the 
proposed 5-cent rate. 

Senator Cuurcn. If I understand correctly, the anticipated reve- 
nue would pay for 140 percent of the cost to the Post Office Depart- 
ment of handling first-class mail ? 

Mr. Rarnes. That is right. 

Mr. Summerrtevp. Of the allocated cost, without taking into con- 
sideration preferential service it gets. Now traditionally, Senator, 
the Post Office Department over the years has always had a similar 
coverage of costs by first-class mail. 

Senator Cuurcu. I understand that, but this would account for 
140 percent of the allocated costs. 

Mr. SumMerriew. That is correct, sir. 

Mr. Ratnes. That, incidentally, was the historic average that it 
covered during the period from about 1900 to the beginning of World 
War II. That is what we feel represents the view of the Congress 
in a sense as to what is an adequate level of coverage to compensate 
for the preferential treatment and the greater value of this mail. 

Senator Cuurcu. What about airmail? 

Mr. Rares. Airmail would cover about 128 percent of allocated 
costs. 

Senator Cuurcu. And the rate you propose for airmail? 
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Mr. Ratnes. Is 7 cents per ounce. 

Senator Cuurcu. Increase of 1 cent. Are first-class rates today 
covering the cost of first-class mail for the Post Office at the present 
time? 

Mr. SumMerrie.p. No, they are not, sir. 

Senator Cuurcu. They are not? 

Senator Jenner. I did not understand the question ? 

Senator Cuurcu. I asked whether first-class rates today were cov- 
ering the cost under current rates of first-class mail in the Post Office? 

Senator Jenner. They are not. 

Senator Cuurcu. They are not, is the answer. 

How close does that. come under present rates ? 

Mr. Rarnes. On a percentage basis about 97 percent. I would say, 
97 and some point. 

Senator (atta Ninety-seven percent. What about airmail 
rates, current rates ? 

Mr. Raines. Airmail rates today cover about 100 percent. It is 
about equivalent to cost. 

Senator Cuurcu. Airmail is approximately covering its cost on the 
basis of allocated costs ? 

Mr. Ratnes. That is correct. 

Senator Cuurcu. Going from first-class and air mail into second- 
class mail, will you give me the same figures with respect to proposed 
rates and current rates ? 

Mr. Rarnes. Second class currently covers about 21 percent of cost 
and will cover 31 percent after the proposed rate increase. 

Senator Cuurcu. Now, for the record, just what kind of mail is in- 
cluded in the category generally; what kind of mail is included in 
the category of second class ? 

Mr. Rarnes. These are newspapers and magazines that have, at 
least in part, a paid subscription list. They are issued at regular 
intervals from a known place of publication. 

Senator Cuurcu. That would include the large national magazines 
and newspapers. 

Mr. Rarnes. Yes, virtually all newspapers and magazines that 
are paid for by the recipient. 

Senator Cuurcu. Now, under current rates, these magazines and 
the newspapers are carrying just 21 percent of the cost to the Post 
Office Department in making distribution ? 

Mr. Rares. That is correct. 

Mr. Summerrievp. Of the allocated costs. 

Senator Cuurcu. Allocated costs? 

Mr. Rarnes. That is correct. 

Senator Cuurcu. Under your proposed rates, how much percent- 
agewise do you propose to increase second-class rates ? 

Mr. Raves. Sixty percent. 

Senator Cuurcu. Over a period of 4 years? 

Mr. Ratnss. Four years. 

Senator Cuurcu. And the 31 percent figure you have given me is 
based upon proposed rates as the percentage of cost to the Post Office 
Department at the end of that 4-year period ? 

Mr. Rarnes. Once again on a straight allocated cost basis. How- 
ever, just as first-class mail gets preferential treatment and we as- 
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sume should pay for it, so second and third gets somewhat deferred 
treatment and we assume some discount should be fair and reasonable. 

Senator Cuurcn. With respect to first-class mail, you gave me a 
minute ago, a statement of the history. Could you give me a state- 
ment of the history with respect to second-class mail? What I mean 
to ask is, has it been a typical situation in the history of the Post 
Office Department that second-class mail should bear no more than 31 
or 21 percent of its cost? 

Mr. Ratnes. In 1923, which was the first modern cost study and 
was the predecessor to our current cost studies—annual cost studies 
that began in 1926—cost coverage was about 31 percent in second 
class. In 1926, when we Dalted our series, it was 29.2, and it has 
stayed in the high twenties through most of these years, but now it is 
down to 21 as a result of postwar cost increase. It slowly sank down 
to 21. What we are proposing is to bring it up to 31, which is just 
1 percent above the position it was in 1923, you see. Actually, we are 
going a little better than it had paid in the past. 

Senator Cuurcu. Let us take a magazine of large national circula- 
tion—let’s say, Life magazine; what is the cost to the publisher of 
Life magazine, to mail Life magazine under present rates in terms of 
cents ¢ 

Mr. Raines. What would it cost him ? 

Senator Cuurcu. What is the postage rate on Life magazine? 

Mr. Ratnes. It averages about 3 cents per copy. 

Senator Cuurcu. Under current rates ? 

Mr. Raines. Under current rates, and that, you understand, Sena- 
tor, will vary slightly, from copy to copy, depending on the amount 
of advertising. 

Senator Cuurcu. Based on the weight of the magazine? 

Mr. Ratnes. That is right; on the average, about 3 cents. : 

Senator Cuurcu. Under the proposed increased rate, at the end of 
the 4-year period, what would you calculate, roughly, the average 
postage rate would be on Life magazine? 

Mr. Rarnes. About 4.6 cents. 

Senator Cuurcu. What worries me with respect to this is whether 
or not in the public interest we are justified in subsidizing magazines 
and newspapers to this extent, even though it may have been done 
traditionally. It seems to me that where a magazine of that kind or 
newspaper pays only one-third of its way, that there is serious ques- 
tion as to whether or not we have established rates on an equitable 
basis. I wonder if we should look to the first-class mail or to the 
airmail to subsidize Life magazine, as an example, or any other large 
magazine to this extent and in raising this question, I careainy ‘pate 
no charge that you are deviating from a pattern that has already been 
established and recognized by the Post Office over a long period of 
years. But, however many years this may have been done, it does 
not obviate the question of whether or not it is in the public interest 
to doit. May I just have your own-view on that? 

Mr. Braw.ey. May I ask one clarifying question at this point ? 

The Cuarrman. Yes, Mr. Brawley. 

Mr. Braw.ey. You say that the current rates of second class bring 
in about 21 percent of the current cost and the increases proposed in 
the House bill would increase that to 31 percent. May I ask if that 
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is an overall percentage? Does that take into consideration certain 
philanthropic groups and free-in-county newspapers that carry no 
rates at all? : 

Mr. Ratnzs. Yes, overall; those items you mention would, in the 
aggregate, bring in a relatively small amount of additional revenue 
even if they paid regular rates. 

Mr. Brawtey. How much, for instance, would your second-class 
publications, who carry the full rate, what percentage would that be 
to the total cost, not taking into consideration the low rates and no 
rates at all on free-in-county newspapers? 

Mr. Rarvxes. I cannot give you that percentage offhand, Mr. Braw- 
ley. I can compute it for you. I have to go through the breakdowns 
of expenditures, I believe we can provide an estimated figure along 
that lime but it would not be too accurate. 

Mr. Brawtey. It would be somewhat higher than 31 ? 

Mr. Ratnes. Yes. 

Mr. ScummoerrievD. I would like to make one comment, Senator. 

Senator Cuvrcn. Yes. 

Mr. SummeErrievp. In order that we can clearly identify first-class 
mail in relation to people, between 75 and 80 percent of all first-class 
mail originates in the business houses of the country, not in the 
American home. So whatever loss is being sustained is being paid for 
through the stamp window. Actually, the American taxpayer, the 
average American citizen, saves money, as far as his net addition is 
concerned by paying more postage and having to pay less taxes as a 
result because the predominance of the total first-class mail comes 
from business houses rather than the American homes. I am sure 
your own experience is right that at home, you receive a great many 
pieces of first- and second- and third-class mail each day but that you, 
probably like me, originate very few letters from home. 

Mr. Rarxes. We did some estimating on that and we find that the 
average individual would pay 6 cents a month on the first-class in- 
crease that we are proposing whereas, in taxes, he now pays about 
18 cents a month, 

Senator Cuurcn. You mean his proportion of the tax to take up 
the deficit ? 

Mr. Ratngs. Of individual income taxes alone exclusive of other 
taxes. 

Senator Cuvrcn. I would like to get that figure again. 

Mr. Rarvxes. Six cents additional postage per month from an indi- 
vidual as opposed to about 18 cents which he pays in taxes at the 
present loss level—$700 million. 

Senator Cuurcn. Well now, this underlines the original statement 
that I made that I think when it comes to deciding who should make 
out the current. deficit, that the more equitable arrangement is to 
look to those who use the Post Office services than it is to look to the 
taxpayer because the incidents when you look to the taxpayer have no 
correlation to the extent the individual taxpayer uses the service. 
When you look to the people who buy postage stamps it does, but 
it seems to me a fairer arrangement. 

That does not answer directly the question that I suggested a min- 
ute ago because regardless of whether or not 75 percent of the first 
class mail is done by business or individuals, the fact of the matter 
is that we have a second-class rate here which even under the pro 
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osed increase, will only pay for 31 percent of its cost and the question 

| raise is whether it is equitable and in the public interest to subsidize 
the second-class mail to this extent, even though we are looking to 

| business principally using first-class mail to pay for it or whether we 
ought not to try and adjust the rates so that a larger percentage of 
the cost is borne by the publishers who are actually using the service 


at the second-class level. That isthe question I raised. _ ‘ 
Mr. Summerrrerp. I am glad you raised that question because it 
is one that has caused us a great deal of concern and we have tried to 


very thoroughly analyze all the reasons and all the conditions leading 
up to the situation in which we presently find ourselves. In the first 





; instance, first-class mail, of course, does get preferential service. Sec- 
y ond-class mail does not get piidorentisl: service nor does third-class 
mail. 

Now, if there has been a mistake made, and I am inclined to think 
that there has been, when the second and particularly the third-class 
mail rates were originally set up by the Congress, not by the Post 
Office Department, it may well be that they were set on too low of a 

s percentage. However, they have been carried out on that basis for a 
s good many years and a good many organizations have been formed 
e feeling that they could enter into this business of wide circulation 
r of their particular items at a below-cost rate. After all, what we do 
e not want to do is create such a hardship that we might put a lot of 
iS legitimate businesses out of business because we too abruptly, too 
a quickly, tried to adjust and correct mistakes that have been made over 
2g a period of years. We try to give that full consideration. 
re I am sure that the figures that we have proposed, the legislation 
y that we have proposed, Senator, has taken those factors into complete 
, consideration. We have been realistic about it. In the 5 years that 
I have been your Postmaster General, we have been unable to get any 
1@ rate adjustment upward at all on second- or third-class rates. So, we 
n- have tried to weigh all the factors and to be fair, first, to the taxpaying 
at public of this country; second, to the concerns involved and concerned 
with any rate increase and the effect it might have on the economy if 
ip we were to make any serious mistakes. So, we feel that the bill that 
we did present to this Congress has been a reasonable one. Of course, 
er all we can do is submit our recommendations and leave it to the Con- 
gress to make the final determination because they are the legislative 
group and we recognize that. 
li- The same thing is true with third-class mail, even more so than 
he the second. Third-class mail is strictly advertising matter. Now 
what contribution it makes to the educational processes of the country 
nt is a debatable thing. So when you think of second-class mail and 
ke you speak of the magazines which do make a contribution to the gen- 
to eral welfare of the country, I think you also should consider just 
he where third-class fits into this picture. 
ne Senator Cuurcu. I appreciate your answer. 
ce. Mr. SumMerrFie.D. I would just like to say one thing more. This 
yut practice of having first-class mail pay something above 100 percent 
of allocated costs 1s not peculiar to this country. That is the general 
in- practice in all countries throughout the world. It is not peculiar to 
‘st us. Only in the last 10 or 12 years we have forgotten about that 
ter while other countries have not, the result being that the Post Office 
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Departments of other nations either break even or do approximately 
so, whereas we have accumulated this loss of $6 billion over the last 
12 years. That isthe reason. 

Senator Cuurcu. Now, I appreciate your answer to these questions 
and I have just a few more that I would like to ask. I think perhaps 
it might constitute a distorted image to think in terms of Life maga- 
zine or Time magazine with respect to second-class mail. May I ask, 
in this regard, this second-class mail includes all kinds of newspapers, 
weekly newspapers too, and small publications of limited circulation ? 

Mr. Summerrievb. That is right. 

Senator Cuurcu. So what we consider here, when you talk of the 
dislocating effect, it is not only the big publishing houses with national 
circulation, but the very small weekly newspapers with local cir- 
culation as well and you have proposed a 60-percent increase of 15 
percent a year over a 4-year period in that respect ? 

Mr. SUMMERFIELD. Yes. 

Senator Cuurcu. If we can go back for just a minute to airmail 
and first-class mail, can you give me the percentage of increase you 
propose with respect to airmail from present to proposed rates? That 
is the 1 cent. 

Mr. Rarnes. That is 11.5 percent overall, including air parcel post. 

Senator CHuron. 11.5 percent and the percentage of increase with 
respect to first-class mail, first as to the 4-cent rate? 

Mr. Rares. That will be 3314 percent and approximately 66.7 per- 
cent on the nonlocal itself. In other words, on the nonlocal aspect, 
it is 66 and on the local, 33. Overall, it is a 50-percent increase, 50.6 
is the way we estimate it in terms of volumes and so forth. 

Mr. Guetre. That, Senator, refers to increases in first-class letter 
rates involving a 4-cent local rate and a 5-cent nonlocal rate, and the 
total averaged together is 50 percent. 

Senator Cuurcn. I understand, so that if we consider total average 
together with respect to the first-class rate, it is 50 percent; airmail 
is 11.5 percent and second-class rate 60 percent. Your percentage in- 
crease proposed is larger for third class than for first and second class. 

Mr. Rarnes. I would say that third and first were comparable and 
second slightly greater in terms of that portion of second class 
which was affected. First and third would be comparable—about 
50 percent. 

enator CuurcH. Let us take up third class now and if you can 
give me the same figures, then I will have the picture. 

Mr. Rarnes. Third class today covers about 54 percent of its cost. 

Senator Cuurcu. Fifty-four percent of its cost. 

Mr. Rarnes. That is right and it will cover about 78 to 79 percent. 

Senator Cuurcnu. Percentage increase is about 50 percent. 

Mr. Rarnes. About 50. 

Senator Cuurcu. That you are proposing? 

Mr. Rarnes. Yes. 

Senator Cuurcu. How does this compare with the history of these 
rates in the Post Office Department ? 

Mr. Ratnes. Well, the third class in 1926, we go back to 1926 be- 
cause that is the year in which cost. ascertainment started, paid 97.5 
percent of costs. Through the years it has paid well over 70, some- 
where between, I would say, 70 and 90 percent. What we are doing 
is bringing it back from the exceptional low by reason of the postwar 
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inflationary years to a fairly average figure of about 78 percent. 
There again, we are applying the same type of reasoning that went 
into second class, not what the ultimate might or should be, but what 
is a practical increase in today’s situation. 
Senator Cuurcu. Now, may I ask this question. If the Congress 
were to assume this kind of standard that each major class ought to 
pay its own way and depart from what has heretofore gover ned the 
rates in the Post Office Department, how much would you have to 
increase percentagewise, how much would you have to increase second- 
and third-class rates in order to eliminate the deficit that these classes 
account for? 
Mr. Raines. I would say in second class, you would have to have 
an increase of about 400 percent and in third class, at today’s cost 
level, you would probably have to have an increase of possibly about 
80 percent or 85 percent. I do not have the recent cost figures be- 
cause I do not have 1957 cost figures yet, but that is a rough figure. 
Senator Cuurcu. Those percentages are Over current rates. 
Mr. Ratnes. About 400 percent, second class and about 80 percent, 
let us say, in third; but you want to bear in mind that these are per- 
centage increases on the total class of mail and normally, that is not 
a practical thing because of the different demand character istics, and 
so forth. So what it would end up being, some costs of the sub- 
classes would be increased 600 and others 150, if you were to really 
try to achieve this. 
Senator Cuurcu. Yes. 
The Cuatrman. Do you not think the fair thing to do though, if 
you are going to do something like that, would be to refer to your 
cost ascertainment figures here and probably use the recommendations 
) you made here in table 100. There you charge about 3314 percent 

for their preferential treatment. Then if you distribute that back to 
second, third and fourth classes, you give them some credit for that 
and balance it off. You would have to do that and also, you would 
have to go back into it again and decide what was educational and 
what was not education] and people at large ought to pay for the 
education and not the Post Office. That has been my feeling all 
along. 

OF course, that may run into disputed figures but there is cer- 
tainly some money that ought not to be charged up to the Post Office 
any more than you ought to charge the lunch program to the De- 
partment of Agriculture that they are giving today. It is the 
same thing. I think we ought to do an overall job and do it right 
and then find just where we are and let the people of the Nation 
know. 

Mr. Summerriep. As a matter of fact, Senator, we have tried to re- 
flect the principle of charging more for preferential service and less for 
deferred service. 

The Cuarrman. You go one step in the right direction, but you do 
not go far enough. The expenses incurred by such programs per- 
taining to the blind, cancer, heart, and educational programs should 
not be charged to the Post Office Department. They should be taken 
up by the public at large. 

Senator Cuurcu. I think, Mr. Chairman, that without any ques- 
tion, there are certain kinds ‘of service, certain kinds of mail carried 
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by the Post Office that in the public interest ought to be carried by 
the taxpayers at large and it is not necessary that we maintain a 
elanosd budget for the Post Office but in the absence of a clear 
determination of postal policy by the Congress, we are left to grope 
somewhat in trying to ascertain fair rates. 

The Cuarrman. That is correct, Senator. Some types of mail are 
necessary to take up the slack time in the post office. Even if we did 
away with it, it is highly unlikely that the expenses of the Depart- 
ment would be materially reduced. 

Mr. Summerrtetp. Of course, there is this. My mail indicates 


that a good many of the people of the country feel that as far as’ 


the educational contribution that magazines make, they are paying 
for it when they subscribe for the magazine or buy it at the news- 
stand. I note that most of the publications or many of them at least 
have already indicated anticipation of this rate increase and have 
already increased the rate of the magazines. The magazine I have 
in my hand, a few months ago, was 25 cents a copy and is now 35. 

The increase we are asking for, Senator, and gentlemen of the com- 
mittee, is but a fraction of a 10-cent increase per copy. So as far as 
the public is concerned, they are already paying to the magazine pub- 
lishers that they subscribe to for their particular circulation for 
the anticipated increase plus a very substantial margin for any over- 
head they might have in connection therewith. 

So here we have this situation. We have proposed rate increases, 
and adjustments have already been made to the effect that the public 
is paying for those rate increases by increases of subscription rates 
or individual copies they purchase on the newsstand considerably in 
excess of what we are asking for by the way of a rate increase. I just 
point that, out to you. 

Then there is another side of this thing that I think we have to 
take into consideration. I hate to keep having to refer to it but I 
will go back to it. The Post Office Department is the second larg- 
est department of the Government of the United States today. Next 
to the Defense Department, it employs more people. It services the 
people of this country with one of the most important systems of 
communications that we have. We have a budget of $3,300 million 

lus per year. We are doing business in badly outmoded postal 
acilities throughout this whole United States, with a rapidly in- 
creasing population and a tremendous increase in volume of mail 
that I am sure we are going to experience in the years ahead as we 
have in the years past. I would be less than honest if I did not 
emphasize and reemphasize to this very important committee of the 
Senate of the United States the absolute necessity of us providing a 
modern postal system in this country, which means many new 
buildings, many modern facilities within those buildings so we can 
keep our unit costs down in the future and be physically able to 
handle the volume of mail that we are going to have to provide for 
this country. 

I think today, the Senate is considering and may well vote on an 
increase in the national debt. The administration has asked for 
$5 million and I hear figures being talked today that there will be 
some resistance to anything above $3’ million. In the light of these 
circumstances, the demand for defense expenditures is such that 
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the Post Office deficit burden on the Federal budget has to be cor- 
rected. I thank you for giving me an opportunity to make these 
comments, sir. 

Senator Cuurcu. May I go back for a minute, Mr. Postmaster, to 
the third-class rate. Can you tell me generally what is involved 
in the third-class rate, what kinds of mail, advertising matter? 

Mr. Summerrrevp. Advertising matter. 

Senator Cuurcu. This does not involve then publications that de- 
pend for their business on circulation but depends rather on people 
who choose to use the mail to advertise merchandise and that kind 
of thing. 

Mr. Summerrtep. Right. 

Senator Cuurcu. Well, it seems to me that here is a class of mail 
that ought to pay its own way even though it may not have been 
so traditional and even under the proposed rates, this mail will be 
increased only to the point where it pays for approximately three- 
quarters of its way. I get so many letters in the mail from so many 

eople at home who are objecting to what they call trash mail. They 
kind it in their boxes and they do not read it; they do not want it, 
and here we have a proposed increase in rates that still is substan- 
tially below the point where this kind of mail that seems to be so 
objectionable to so many people is not yet paying its own way and 
we are looking to the first-class mailers and the airmailers to make 
up the difference. 

Mr. SumMeErrietp. We took into full consideration, we believe, the 
fact that third-class mail does contribute something to the economy 
of the country in a substantial way. We took into further considera- 
tion the fact that they had been enjoying this subsidy or dole, as I 
call it, for some ava of years and to make this change too abruptly, 
could well have an undesirable effect financially on many of the con- 
cerns that are engaged in the distribution of third-class mail. We 
again tried to recognize that it is the intention of the legislative branch 
of the Government to set a fair rate on all classes of mail, so we 
struck a mean average as to the top rate as against the low rate and 
came up with this seventy-odd percent as against the 97 percent, I 
believe the figure is, when third-class mailers came into existence. 
That is the yardstick, generally, we used, Senator. 

Mr. Rarnes. There is another consideration, Senator, if I may just 
take a moment. When you know everyone is going to pay the same 
price, you would strongly resent it if someone standing behind you 
at the stamp window were given prior service, and yet everyone who 
advocates third-class pay the same proportion of cost as first-class mail, 
still wants first-class to get preferential treatment. It seems to me 
perhaps some discount on the second and third classes of mail cer- 
tainly is in keeping with the fact that first class gets preferred 
treatment. 

Mr. Brawtey. Not only gets preferred treatment, but the Post Office 
Department does not perform the same service for third-class pieces 
of mail that it does for first-class mail. 

Mr. Ratnes. That is correct. 

Mr. Braw ey. It costs the Department more to handle first-class 
than third. 

Senator Cuurcu. The issue here is not the philosophy of discrimina- 
tion, it is a question of whether or not the proposed rate increase for 
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third-class is sufficient. Even though we will nonetheless have to look 
to first-class and airmail to make up deficiencies, I wonder whether 
we ought not to adjust the third-class rate so that it will more nearly 
pay its own way, particularly in view of what I regard as the general 
public reaction to this kind of mail? I appreciate your supplying 
me with these figures. 

The Cuatrman. Has a discount proposal for users of third class 
who meet certain conditions ever been explored ? 

Mr. Summerrietp. There has been some exploration and some dis- 
cussion in the Post Office Department about such a procedure and 
action. Actually, we have no recommendations at the moment, Sen- 
ator, to cover this particular point. 

I think that the third-class user as well as the second-class users 
have every reason to feel gratified for the service and attention that 
they have had from the Post Office Department. They certainly have 
had better attention and greater consideration to their problems than 
they have given to the Post Office Department and its problems. 

The CrairMAN. Many users of third class do all the sorting and 
routing that normally is done by the Post Office Department. 

Mr. Brawiey. Mr. Summerfield, certain magazines have red-tag 
treatment. In other words, they get the same preferential service as 
first-class mail does ? 

Mr. Summerrie. Right. 

Mr. Braw.tey. Has the Department thought about a surcharge or 
penalty on that kind of treatment in second and third class ? 

Mr. Summerrievp. That was in the same category I spoke of a mo- 
ment ago in response to the chairman’s question. We have given that 
some thought and I am sure some members of this committee have. 

Mr. Pascua. I would like to go back to Senator Church’s line of 
thinking a little on the various classes of mail because I think that 
touches on the subject that we get most of our inquiries on. Now, you 
were giving a discussion of, say, first-class mail and it carried a large 
percent of the cost, but the fact remains that it still loses and the 
Post Office Department is running behind several million dollars a 
year ; is that right? 

Mr. Summerrievp. Right. 

Mr. Pascuat. Do you have any approximate figures to show how 
much a year is Jost by first-class mail ? 

Mr. SuMMERFIELD. We have for 1956. 

Mr. Pascuau. In 1956 it ran approximately $30 million a year? 

Mr. Summerrievp. That is correct. 

Mr. Pascuau. That does not include preferred treatment of first- 
class mail ? 

Mr. SuMMERFIELD. It does not. 

Mr. Pascuat. Have you any way to figure the extra cost of prefer- 
ential treatment, how much would it lose per year or do you have those 
figures ? 

Mr. Rarnegs. Not with mathematical accuracy. 

The Cuarrman. You have this in this table [indicating]. 

Mr. SumMERFIELD. Yes, it is in that table, which I do not have in 
front of me. 

The Cuarrman. Charge them 3314 percent for preferential treat- 
ment, then that would run it up to some $346 million. 
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Mr. Pascuau. Therefore, if the American people really under- 
stood about the preferential treatment of a first-class letter, they 
would realize that your actual accounting cost does not really show the 
actual loss that first-class mail is causing to the Department. Then 
when you get into your second class, you are speaking of deferred 
treatment ; are you not? 

Mr. Summerrie.p. Largely. 

Mr. Pascrar. That would reduce your actual accounting cost some- 
what so in reality, you make—excuse me. 

The Cuatrman. Then too, when you get into second class, there is 
where they do the public so many services and that is all charged to 
everybody in that class. For instance, all your in-county delivery is 
from there, all newspapers are charged up to second, you see. It is not 
charged to first or any other, just charged to second class and that 
goes in on all of it, you see. 

Mr. Pascnar. Thank you. 

The Cuamman. That is just one thing. There are many, many 
others. 

Mr. Pascian. My real purpose in asking that question was because 
I know that Senator Carlson and I have discussed that matter be- 
cause we get questions on the first-class mail. Why raise first-class 
mail if it is paying its way? Now it has been definitely brought out 
here this morning that it 1s not paying its way. Has it been paying 
its way in recent years? 

Mr. Summerrtievp. Not if you consider the preferential service it 
gets, no, it has not by a long way. Even on the basis of straight 
allocated costs, 1956 showed approximately $29 million in the red. 

The Cuarrman. You have not finished the 1957 costs yet? 

Mr. Summerrtevp. That is correct. 

The CHatrman. Of course, with the additional expenses of run- 
ning the Post Office Department, there is a possibility that deficit may 
be more. 

Mr. SumMerrrevp. I expect that it will be, Senator. 

The CuHarrman. It has been increasing every year. 

Mr. Brawtey. Mr. Chairman, Mr. Summerfield has some charts 
and an explanation of this proposal for 5 cents. I wonder if we 
might have an explanation of that and see how it would work. 

Mr. Summerrievp. I will ask Mr. McKibbin, Assistant Postmaster 
General, to explain these charts. He has a brief statement he would 
like to read first and some charts he would like to show. 

The CuatrmMan. Proceed. 

Mr. McKzresrn. Senator, this is a very short statement. I think 
you all have a copy. 

The Cuatrman. I notice we do. 

Mr. McKiesrn. A method for determining the area where a local 
letter rate would apply. 

The adoption of a Sova postage rate for letters makes necessary a 
practical and easily understood definition of local mail. 

The proposed local rate of 4 cents would be charged on all letters 
addressed for delivery by the employees of the office where mailed. 

The CxHatrman. When you speak of local mail, you refer to 


mail that is distributed to a rural or city route of a particular post 
office ? 
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Mr. McKissin. That is right. 

This is not a part of the recommendation. This is a statement of 
the basic principle of the local rate. 

The CHarrman. I know that. 

Mr. McKissrn. This was the basic principle applied from July 1, 
1933, to March 26, 1944, when we last had local and nonlocal mail rates. 
Since that time the population has increased and the distribution of 
our people has changed, which necessitates a broadened concept of 
local mail. 

In recent years there have come into being a large number of urban- 
ized areas each composed of a central city with extensive surrounding 
fully developed industrial and residential areas. These surrounding 
areas, which include incorporated and unincorporated communities, 
frequently encompass one or more civil subdivisions, and may be served 
by dvunul ihdebeatoes post offices. These urbanized areas constitute, 
in fact, single business and cultural centers, and are homogenous com- 
munities. 

It is proposed that the local rate be applied administratively to mail 
deposited at any post office located within a designated urbanized area 
for delivery from that office or any of the other offices located within 
the same area. 

In 1950 the Bureau of the Census delineated boundaries for 157 of 
these urbanized areas. Each urbanized area includes at least 1 central 
city with 50,000 inhabitants or more and also the surrounding closely 
settled areas. There are 172 central cities of over 50,000 or more 
inhabitants included in the 157 urbanized areas. 

The delineation of urbanized areas by the Bureau of the Census has 
provided formal boundaries to the modern cities of the United States 
on the basis of where the people actually live instead of on the basis 
of State, county, township, borough, or other civil boundaries. 

In administering the local rate the Post Office Department would 
give full recognition to the delineation of urbanized areas as pre- 
scribed from time to time by the Bureau of the Census. In other 
words, that is a moving thing not a static thing. 

The urbanized area concept has the following inherent patron ad- 
vantages. It reduces the disparity in the size of the areas now served 
by metropolitan post offices. 

It permits suburban residents, small businesses, and public utilities 
the maximum application of the local letter rate within their general 
trade area. 

It eliminates annoyance to mail patrons and expense to Post Office 
Department of collecting postage due on letters forwarded from the 
central city post office to independent offices in the area. 

It permits ready understanding of the scope of the local rate in each 
community by providing the mailer with a listing of all the post offices 
in his urbanized area, and it eliminates the incentive to shift mailings 
from independent suburban post offices to suburban branches of the 
central post office. 

That has sometimes been done with big mailings. If you have a 
designed area, you move in and make the mailing in the central 
branch of one of the central post offices. 

The chart may illustrate this. 

The Cuatrman. Proceed. 
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Mr. McKispry. As I said, there are 157 of these urbanized areas 
and I am not going to show you 157 but here is a rather simplified 
picture of an urbanized area as defined by the Bureau of Census in 
1950. This covers the city of Des Moines. It is serviced by the cen- 
tral Des Moines post office plus two independent post offices. 

This [indicating] seni mean that these two offices, plus the Des 
Moines office, would be able to interchange mail between themselves 
and that the mail would be served locally through any delivery setup 
they have. In other words, it is conceivable that the Des Moines 
post office may have a rural routing out beyond this line. The point 
of definition is not for the service rendered but for the eligibility of 
the office use within the prescribed area. That is a rather simple 
picture. It is one of the cleanest on the maps and I thought that 
would be a good start. 

Now, because we are all presently in Washington, I thought it 
might be constructive to take a look at Washington. The chart at 
my far right illustrates the area that is now covered by rule 1 or 
the basic principle. This [indicating] is the area now covered out 
of Washington. This concept would mean the combination of the 
application of rule 1 plus the urbanized area outline. 

Here [indicating] is a picture of the identical map, identical size, 
of the urbanized area. You can see very quickly that there are two 
things you add: Arlington would be in the local rate on this basis 
and so would Silver Spring, Md., because they are a part of this 
urbanized area. 

So that the use of the local rate would apply to a combination of 
the use of rule 1, plus the post offices within the outline of an urban- 
ized area. In the Washington post office, there are about 22 or 23 
independent post offices, so they would have complete interchange 
with the Washington Post Office also. 

Is this point clear ? 

Mr. Braw.ey. I am not sure. Does that also include Alexandria? 

Mr. McKiperin. Yes; it is a combination of that map [indicating] 
plus this one. 

Mr. Brawiry. How about an area like Kansas City, Mo., and 
Kansas City, Kans. ¢ 

Mr. McKiesrn. I have another area that the chairman may recog- 
nize. I did not bring Kansas City, Mo., but I did bring Charleston, 
S. C., and Columbia, S. C. Here is an area that you would recog- 
nize. Here is a picture of the urbanized area and I will give you a 
few statistics on that area. 

In the Charleston picture, it is all served, the urbanized area is all 
served by the Charleston post office, so there is no problem. There 
are, across the river, 3 small second-class post offices that are not in 
the 1950 urbanized area. They are: Mount Pleasant, Isle of Palms, 
and Sullivan Island. But, as I mentioned, that is a changing thing, 
and in 1960 there will be another concept by another definition of 
the urbanized area in that community. 

Senator YarsoroucH. Pardon me, what is the significance of the 
different parts of the map where part of it is striped and part is not? 
What is the significance / 

Mr. McKipeiy. Those are different densities. I would be glad to 
give you detailed information. There is some shading for densities 
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of population. This is the Bureau of Census interpretation as of 
1950. 

Then we have Columbia and the area served by the Columbia cen- 
tral city post office and by West Columbia and, I imagine, Cayce in- 
dependent post office, so the urbanized area directly covers the whole 
situation. There is another small exception that will probably be 
handled in 1960 and that is Lykesland which is not in the urbanized 
area but is 12 miles north. That may come into the urbanized area 
in the 1960 census, but basically, as you go through these 157 areas, 
you are afforded an opportunity to give definition to a segment of the 
public that recognizes it as a meaningful interpretation of what is 

ocal. 

Senator Proxmire. May I ask at this point whether letters mailed 
from the central city to rural box holders would uniformly then have 
to carry a 5-cent stamp; is that correct? 

Mr. McKissr. No; if the rural box holder is served from the cen- 
tral city post office, that is 4 cents. 

Senator Proxmre. Thank you. 

Mr. McKresrn. You see, you can deliver outside of this zone [in- 
dicating] these lines. 

The lines determine the originating post office where you have the 
exchange on the 4-cent basis. They can deliver outside. You might 
have an independent post office here that goes out here 8 miles fin. 
dicating], but if the mail is deposited here or interchange between 
the post office here, you get delivery. You do not chop off at any 
point and say that the 2200 block is 4 cents and if you are unfor- 
tunate to live in the 2300 it is 5. You take the whole delivery service 
of the urbanized area. 

Senator Proxmire. Yes. 

Mr. Brawtey. Suppose you had a letter addressed to an urbanized 
area and then it had to be forwarded outside that urbanized area, 
how would you collect an additonal 1-cent postage ? 

Mr. McKiser. When it goes outside, you would do just like you 
do now. 

The Cuarrman. From the person that it is delivered to? 

Mr. McKisern. But you have greatly reduced the postage due con- 
cept by the interchange within the area. I might say this, our objec- 
tive was to see how many patrons could be favorably affected by this, 
and yet, achieve a revenue concept of $175 million. 

We add approximately 21 million patrons who would benefit on a 
4-cent or local basis over the concept of adhering strictly to rule 1 
throughout the United States. 

The Cuarrman. What percent of first-class mail goes beyond the 
local post office ? 

Mr. Barnes. Approximately 65 percent. 

The CHamman. I thought from the revenue you were figuring 
about $175 million and you get a little over $300 million from each 1 
cent additional; at the present time, you get a little over $1 million 
on 3 cents. That oui mean an increase of about 60 percent. Is 
that correct ? 

Mr. Barnes. Sixty or sixty-five percent. 

Mr. Brawtey. How much less revenue would be gained and how 
much less complicated would it be to make it 5 cents out of State, 4 
cents in State? 
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Mr. McKussrn. If I recall the figures—Mr. Gillette, you may care 
to comment—you gather about $110 million revenue if it is on a State 
basis, locally, isn’t that correct 

Mr. Guterte. Yes. 

The Cuamrman. Would you not run into a great deal of trouble? 
Some cities cross State lines. 

Mr. McKissrn. Actually you run into a great deal of trouble taking 
on a State or county basis. The thing that has less complication from 
a patron standpoint is the area in which he lives, not the political or 
the subdivision, that is a confusing thing. 

East St. Louis would be a good example. St. Louis and East St. 
Louis. 

The Cuatrman. I am acquainted with the situation in North Caro- 
lina and South Carolina. There some mail that is destined for South 
Carolina may be delivered from a North Carolina post office and vice 
versa. 

Mr. McKiesrn. I felt that a few charts might be illustrative of the 
text. That was the purpose of it. 

Senator Proxmire. I have some questions I would like to ask when 
my time comes. 

The Cuairman. Go right ahead. 

Senator Proxmire. As long as we are discussing this, I would like 
to ask, Mr. Postmaster General, wouldn’t this scheme tend to dis- 
criminate to some extent against the little town, the little village which 
has to mail so many letters and so forth outside of this area into the 
nearby city, perhaps? 

I can see why it might be a matter of great convenience to live in 
a large metropolitan area like Washington, or Chicago, or Milwaukee, 
but those who live in the little village nearby would suffer under this, 
it would seem to me. 

Is this fair or is this your reaction to it ? 

Mr. SumMerFIeLD. May I have Mr. Raines answer that question? 

Mr. Raines. The reason I am asked to answer this question is be- 
cause originally, 2 years ago, we came before this committee and we 
expressed the same kind of doubt ourselves, and I am afraid that was 
due perhaps to my own narrow concept. I was asked to study and 
report back. I naturally went back to the 1933-44 experience and 
studied that. What I failed to do was to try to broaden that con- 
cept. I simply studied the errors they had made and reported on 
them. 

Well, we went back this time and we looked at how the modern 
social scientist might look at the community. The community has 
grown and the concept of the community has grown, and we have 
come to the conclusion that people are less interested in the physical 
size of the community in which they live than in the fact that it is an 
entity in itself. This is a homogeneous community where they do their 
shopping, where they live and die, and are born and so on. Inasmuch 
as most of their life centers on their local community, the actual 
physical dimensions—and in terms of the population that shares it 
with them—are less significant than the fact that they can communi- 
cate within that area at the local rate. 

That is our concept of the local community, and we think that it is 
a sound one in terms of the realities of today’s population. 
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Senator Proxmme. A sound concept, but is it not true in many 
cases, people in small towns and stint dwoes would suffer discrimina- 
tion inasmuch as their communications with the mail—perhaps they 
should have to pay—but their communications with the mail would 
be at a higher rate? 

Mr. Ratves. The small communities 

Senator Proxmire (interposing). People live in small communi- 
ties who shop in nearby big cities and therefore pay bills by mail, 
and they would have friends and relatives they would communicate 
with by mail. 

Mr. Rarnegs. The point, Senator, is that people in that situation 
would be part of an urban area; they would pay the local rate. 

I, for example, live in Hyattsville, and in sending bills to Wash- 
ington in this concept, I would pay the local rate. The people we are 
talking about are those who live in a small town which is a complete 
market area in itself, which is not-—— 

Senator Proxmire (interposing). That is what I was thinking 
about. 

Mr. Rarnes. They do not have a problem of sending to large cities; 
their bills are paid right in town; their friends live around them on 
rural routes that are served by post offices, so they still pay the local 
rates. The nonlocal rate is simply between communities, between 
areas where people live, and the local rate applies within any con- 
tiguous area where people live. 

Senator Proxmrre. I just wonder if people can be put in this pre- 
cise definition of shopping in a specific area of where they shop. 
They may perhaps go to a nearby city where the bargains may be 
more attractive, but what concerns me more, particularly in view of 
the information we have here this morning—75 to 80 percent of the 
first-class mail is used by businesses—is the small business. It is lo- 
cated in small town of 1,000 people, and it has to reach its market out- 
side of that town and outside of that market area. 

It would seem to me that they are in a position where they would 
be discriminated against because their postal costs would increase 
substantially and their competitor who is located in the central city 
area would not have that kind of increase, is that correct ? 

Mr. Ratnes. They would be paying for the additional cost of 
transporting their letters between communities at current cost levels 
this amounts to better than 0.6 of a cent per letter. Pending cost in- 
creases would raise this closer to 1 cent. However, I think in terms 
of a small business in a small community, the amount of first-class 
mailing used in submitting orders would be a relatively minor busi- 
ness expense. 

Senator Proxmire. That is true of the business I have been con- 
nected with and other businesses in the little town in which I lived. 
It is a town of 1,600 people and the business on which the community 
depends, depends on a market that is well outside of this area, and as 
a matter of fact, it is interstate, and I think this is not uncommon. 

Mr. Ratnes. I just know, from my own experiences, that we went 
before the Bureau of Labor Statistics and other organizations, trying 
to determine if anyone had been able to make any count, any statis- 
tical compilation of the costs of postage to small businesses, and we 
were utterly unable to do it, because most of them reported to the 
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Department of Labor and others that it was too small a business cost 
to be kept, to have separate records kept. 

There is an additional factor which should be considered, and that 
is that transportation costs, generally—as well as postal costs—tend 
to be somewhat higher for the business located farther out in a small 
community than that located in a large city. Businessmen who es- 
tablish themselves in small towns are aware of this but, generally 
speaking, find that the lower costs of rent, wages, and other items 
more than offset the increased cost of transportation, including postal 
costs. 

Senator Proxmire. That brings me to my next question, and that 
is: I was very interested in your average, which, perhaps, I misunder- 
stood, Mr. Postmaster General, in which you seemed to imply there 
was an average of 18 cents postage per month for the average non- 
business postal user; is that correct, or did I misunderstand that ? 

Mr. Ratnes. We said there would be an additional monthly 
charge, an additional 6 cents per individual. It would go from 12 
to 18 cents additional postage for the average family. 

Senator Proxmire. Going from 12 to 18? 

Mr. Raines. The figure we gave you before was that they would 
pay 6 cents additional for letter mail, as an individual, and that they 
are now paying about 18 cents in taxes as their share of the $700 mil- 
lion postal deficit. 

Senator Proxmire. I see. Well, then, let me go back; they are now 
paying how much in postage on the average; do you have that figure? 

fr. Rarnes. The average family, the average individual mails 
about 4 letters a month, roughly, or about 5 letters a month, depend- 
ing on 

Senator Proxmire (interposing). Are not these averages deceptive ? 
An arithmetical mean does not mean very much. 

Mr. Ratnes. We try to deal with families and in terms of families. 
We figured closer to about 15 letters a month per urban family, and 
perhaps that is a more meaningful figure. Whenever you are dealing 
with large groups of people you try to get something meaningful. 
We realize we are generalizing; nevertheless, I think it is probably 
true that urban families generally send from 12 to 15 letters. We 
have tried to count that in various ways and always come up with 
that figure, which is for a family consisting of just short of four peo- 
ple. The census people put it at 3.75. 

Senator Proxmrre. I see; but it is just virtually impossible to esti- 
mate the impact of this in terms of incidents on people with small 
incomes, moderate incomes, higher incomes; I assume you just have 
to make assumptions that are pretty varying, or can you give me 
satisfactory figures? 

Mr. Rarnrs. I cannot pinpoint it in terms of income. We do know 
that, generally speaking, the lower income people are less apt to send 
bills by mail and so on, less apt to have a checking account; so the 
low-income group would be far below a high-income person. 

Senator Proxmme. In view of the fact we have quite a program 
of income tax or taxation, the share of the Federal tax on the person 
with a moderate or small income is relatively small, too; so he would 
probably have less than 18 cents to pay out on taxes. 

Let me get to another part of this, then. You say that 75 to 80 
percent of first-class mail is used by business. Now, is there any indi- 
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cation of the distribution of this among small, medium size, anything 
of this kind available? 

Mr. Summerrrevp. I do not know if we have any figure. 

Senator Proxmire. Corporate or unincorporated ¢ 

Mr. Summerriew. I do not think so. 

Mr. Ranges. We have made a number of efforts, and we have scoured 
every Government agency trying to find a breakdown but, generally 
speaking, the larger the business the more they use the mails. Small 
businesses apparently do not keep a separate expense item; it is not 
worth the effort and time—too small an item, they tell us, in terms of 
their total costs. 

The National Industrial Conference Board, which reported to the 
Senate advisory council in 1954, said the same thing. They spent a 
substantial sum of money and worked 3 months and could not come 
up with specific answers because most businesses do not keep that kind 
or record ; apparently, just too minor an expense. 

Senator Proxmire. What you say about the larger the business the 
more they use the mail, I would take it, of this $700 million increase ; 
is that roughly correct ? 

Mr. SUMMERFIELD. Yes. 

Senator Proxmire. That about 10 to 15 percent would be imposed 
on nonbusiness persons ¢ 

Mr. SumMerrievp. That is right. 

Senator Proxmire. Of the remainder, a large portion, perhaps half, 
would be imposed on businesses that would not be very small, the busi- 
nesses that would reasonably be profitable and that would be above 
the very small category. 

Mr. Summerrievp. I think more than that. 

Senator Proxmire. This gets me to a question that concerns me 
about your figures, and maybe it is unfair. You say that the implica- 
tions in these charts are that the yearly cost of deficit of $700 million 
would be eliminated by these rates that have been asked, but there 
would be an additional deficit caused by the increase in salaries and 
the increase in railroad rates. Is this, roughly, correct 

Mr. SUMMERFIELD. Say that again, please / 

Senator Proxmire. You have a $700 million postal deficit now. 
You ask for $700 million in rate increases. 

Mr. SumMerrievp. That is right. 

Senator Proxmrre. If the situation remained the same, which it is 
not going to do, the deficit, therefore, would be wiped out by the rate 
increases ? 

Mr. Summerrierp. That is right. 

Senator Proxmire. Therefore, the total deficit that you expect is in 
the neighborhood of $160 million, something of that kind, if the ad- 
ministration’s pay bill and the railroad increases go into effect, and 
the postal-rate increase. 

r. SuMMeERFIELD. That is right, but that is entirely supposition. 
The legislation that has been introduced calls for the administration’s 
$700 million revenue and the current deficit. Those are the figures 
we have before us, and is a reality. The rest is entirely a matter de- 
pending on the acts of Congress. 

Senator Proxmire. I implied from charts the $700 million increase 


will monde: $700 million less that would be imposed on the general tax- 
payer ! 
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Mr. Summerrierp. That is right. 

Senator Proxmire. Now, this is where it seems to be, maybe, not 
correct. 

Mr. Summerrtecp. It would be $700 million, general taxpayers; you 
are talking about users of various classes of mail or talking about 
people generally ? 

Senator Proxmire. The deficit is made up by general taxation ; isn’t 
that correct ? 

Mr. Summerrtievp. That is correct. 

Senator Proxmire. So, this $700 million rate increase would mean 
that you would transfer imposition of paying for the mail from the 
general taxpayer to the users to this extent / 

Mr. Summerrtetp. That is correct. 

Senator Proxmrre. All right. Now you just told me that a very 
large portion of this increase will be imposed on fairly large busi- 
nesses, which pay a corporation income tax of 52 percent. Now, every 
nickel of this rate increase is going to be an expense which is going 
to be tax deductible which is going to decrease their tax payments to 
the Federal Government. Therefore, it would seem to me this should 
be adjusted by reducing it very substantially in reducing the contribu- 
tion which this rate increase would make to the Federal Treasury by 
perhaps $200 million or $300 million. 

Mr. Summerrrevp. Not necessarily. I do not know what the per- 
serra of unincorporated businesses are or small businesses which 
greatly outnumber the large corporations in this country, in any 
volume. 

Senator Proxmire. But 

Mr. SumMeErFIeEvp (interposing). Just a second; I want to follow 
your point through to conclusion. A good many people are not 
subject to 52 percent as such. Many of the small corporations are 
limited to 25,000, and that encompasses the great majority of the 
businesses in the country, and there are many unincorporated busi- 
nesses in the country who pay on a personal-income-tax basis rather 
than a corporate, so your question, I am sure you felt, was not neces- 
sarily unfair, but challenged the implication of what I was trying 
to convey to the public by that chart. 

Well, that may be true only to a degree, but the same thing is true 
of everything else. We have to consider the post office and the people 
who use the postal service in this country as a group, and as an 
entity. The facts are that we are losing $700 million a year and if the 
rates were properly adjusted that would be eliminated. Therefore, 
the users of the mail are immediately affected by this $700 million loss, 
because every service they get from the post office is, Senator Prox- 
mire, identifiable. They pay a specific rate for every service they get 
from the Post Office Department, and if they send out one 3-cent 
letter, they put a 3-cent stamp on it today. And if there is a loss on 
it, then it has to be absorbed, of course, but we can identifiy every 
service we render to the people that we serve in this country by the 
postal system. 

So, I think we have to separate that, consider that as a fact, and if 
you start going into all of the equations of the pluses and minuses for 
all the other angles, I think you are getting away from the basic 
premise, you see, and 
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Senator Proxmire (interposing). I think your basic premise is 
good and sound; all I am trying to do is to get a picture in my mind, 
the kind of thing that Senator Jenner suggested earlier this morning, 
and that is how this is going to affect our total budget picture, and I 
wanted to clarify in my own mind whether or not this postal increase 
is not going to deprive the Federal Government of $200 million or 
$250 million or $300 million of revenue it otherwise received. 

At the same time, of course, the total effect will be beneficial because 
the deduction will not be equal to the gain in revenue. 

Mr. Summerrrevp. I think I can answer your question very simply. 
I do not intend to use just in particular, magazines as an example, 
only to explain the point. I said earlier this morning that there was 
a modest increase in the rate of postage for this particular magazine 
[indicating]. The increase that cbhen passed on to the public to 
cover any increases in postage rates, plus any other expenditure that 
may have to be considered, amounts to 10 cents per copy. My guess 
is that they have a substantial additional profit under which they 
can pay 52 percent, which will offset, more than offset, what we are 
talking about, in relation to the $700 million of which you speak, sir. 

I do not think anyone is going to take any loss, really, in the final 
analysis, that has to pay the additional postage considering the fact 
that they pay 52 percent of it into the oan as a corporation 
tax. 

Senator Proxmtre. Let me leave this then, you would agree with 
me that there will be a substantial drop in the neighborhood of per- 
haps 100 million, 200 million, it is hard to say precisely, but a sub- 
stantial loss in the Federal nonpostal revenue because of the postal 
rate increase? Is that correct or incorrect ? 

Mr. Summerrrevp. No, I would not agree with you, sir. I think 
the net result of the Treasury, and that is what we are speaking about, 
will be a substantial increase. 

Senator Proxmire. I am not asking about net result of the Treas- 
ury, I grant you there will be a substantial increase, but there will be 
a reduction in nonpostal revenues of the Federal Government if the 

ostal rates are increased by $700 million perhaps $400 million or 
500 million is deductible of corporation income taxes at the level of 
52 percent. 

Mr. Summerriexp. I do not think it is. 

Mr. Giutterre. Mr. Chairman, may I answer the Senator’s remarks 
and add to what the Postmaster General has said, at this point? Sen- 
ator Proxmire, we cannot assume because we increase a given busi- 
ness’ expenses by an increase in the postal rate, to try to be responsive 
to your question, that thereby that business will have a decreased prof- 
it; because by increasing the postal rates, we may encourage that busi- 
ness to increase its prices and that in turn may increase the profit. 
That is what the Postmaster General, I think, attempted to bring out 
in the case of the magazine, since we have had an increase in most 
of the magazine rates this last year. Newsstand rates have increased 
and there has been an increase in advertising lineage rates in the last 
year, either in anticipation of this type of thing or to cover other 
business costs. So I think that actually, the postage increase might 
stimulate an increase in prices which would actually improve the 
protits and thereby increase their taxes to the Federal Government. 
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Senator Proxmire. I think that isa very good point. 

Let me just ask another question and I am through and that is I 
am extremely interested in the justification that is made for charg- 
ing 140 percent of cost to the first-class user instead of the present 97 
pecs or 100 percent to the airmail user. Would it not be fairer or 

as any consideration been given to this possibility of providing for a 
deferred mail, a modified first class, if you will, in which you have 
the advantages of privacy, that is, sealed letter, individual saluation, 
which the first class, as I understand, has implicit now but not the im- 
mediate preferential treatment that you have now? This way, people 
could buy what they want. 

I think there are people who feel that an increase in 3 cents to 4 
cents is an imposition on them. They are not interested in getting 
immediate delivery in some cases, but they do want the privacy; the 
want the individual salutation and that kind of thing. Would it be 
possible in your judgment to modify this proposal in that way and 
provide for a 3-, perhaps 3,- 4-, and 5-cent rate ¢ 

Mr. Summerrievp. In response to your question, Senator, I suggest 
that the patrons you have in mind could use the 2-cent post card more. 
If we further complicate the handling of the mail by providing an ad- 
ditional class of mail, we are going to be in a little difficulty in the 
first instance. Secondly, there is not anything the American people 
use, there is not anything the American people buy that is quite as 
inexpensive and is quite so productive of results as the mail system 
of this country. 

If that were to be done, I would say that you would add to the top 
rather than cut from the middle. I am reminded that I cannot make 
a telephone call any more for less than 10 cents. Yet we can have a 
»ersonal message with guaranteed privacy delivered anywhere in the 
United States to anyone from anyone for 3 cents. Obviously, it is 
apparent to any user of the mail, no matter where he lives, that it can- 
not be done for 3 cents. 

Frankly, I think there is just too much concern expressed about the 
adjustment of first-class rates in this country. It has become almost 
a fetish with some folks, but in my opinion, the American people do 
not feel that way about it. They are perfectly willing to pay it. They 
want a responsible Federal Government. They want it to have re- 
sponsible fiscal policies. They in turn want the Post Office to have a 
responsible fiscal policy. They want the Post Office Department to 
pay its own way. They are perfectly willing to pay any reasonable 
rate for the services they receive from the Post Office Department to 
accomplish those ends. I do not think there is any question about it. 
There have been innumerable polls taken over the past several years 
which indicated that is predominantly true. 

I dare say, 30, 40, 50 Members of the Congress have conducted their 
own polls. I have yet to see one that shows indication to the contrary. 
So, we have to be realistic about this. Again, the greatest bargain in 
America is the postal service. 

Senator Proxmire. I would just like to make one little comment, 
and that is that it would seem to me, in view of the fact that you are 
now carrying 97 percent and for so many years first-class mail more 
than paid its way, that you can send a letter with privacy and personal 
message for’3 cents and you have done it and are almost doing it now, 
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that with a 4-cent increase, which would give preferential and more 
rapid service, it would seem to me that first class certainly would more 
than pay for its way again. 

Mr. Summerrierp. We are delivering the mail physically; but 
financially, we are not doing it for 3 cents. 

Senator Proxmire. You told us this morning it carries 97 percent 
of its cost. 

Mr. Summerrievp. That is right; that is corect, sir, but 97 percent 
is a lot different when you consider that you are only considering 
straight allocated costs. You are charging nothing, you see, for the 
preferential service. 

Senator Proxmie. That is exactly my point. I think if you can 
separate preferential treatment and charge preferential rate for that 
immediate delivery, then you would have a much fairer allocation of 
the total cost of sevice. 

Mr. Summerrietp. You might be surprised to see if there is any 
delay in delivery of any class of mail, how quickly, Senator, the com- 
plaints come in to the Postmaster General. They all consider what- 
ever they mail, they want service rendered in the delivery and han- 
dling of that particular piece of mail. I am sure you agree that cer- 
tainly there is no formula any of us can come up with that is going to 
stinky everybody in every instance. We have to look at reality. 

We are faced with a $700 million deficit. It must be eliminated. 
Then we must get on with the job of modernizing this postal system 
or, if not, we are going to face a general breakdown and deterioration 
in the mail service. We are bursting at the seams all over this coun- 
try. Nothing has been done in this Post Office Department worth 
mentioning toward modernization over the good many years in the 

ast. 

. Now we are faced with reality. We have an emergency in the Post 
Office Department and plus that, we have a problem of fiscal responsi- 
bility of the National Government. As I pointed out earlier, this 
must be handled and the way to do it and be the fairest to all con- 
cerned and still provide the best bargain that the American people 
have and that they recognize and are perfectly willing to pay any in- 
crease is by the adoption of the proposal that this administration is 
asking in these rate increases. 

Certainly you cannot get the amount of money from second class 
or third class necessary to produce $700 million and traditionally, the 
Congress of the United States and the governments of all other na- 
tions have recognized those basic fundamental facts in relation to the 
mail service. 

First, that the first class mail, getting preferential service, should 
pay and does in most all other countries, other than this one, to my 
knowledge, and did in this country all through the years, substantially 
more than the bookkeeping costs. 

So, we have to rely on the will of the Congress as expressed over the 
many years up until the last 12 years or for the last 20 years, since 
1932, and we have tried to do that and we have come up with this 
formula of 4 cents local and 5 cents nonlocal. Studying carefully 
aml correcting some statements we made ourselves and some opinions 
that we offered a year ago here on the difference between the local 
and nonlocal mail by the reason of further study, considering some 
of the efficiencies we have today that we did not have in those times, 
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and the fact that we have this census study to use here which we did 
not recognize or overlooked a year ago—in the light of all this, this 
whole program, it seems to us, is the most equitable, fair, and admin- 
istratively workable program that we could submit to this committee 
at this time for your consideration. 

Senator Proxmire. I would just like to thank you very much and I 
think your answers have been excellent and your arguments mighty 
persuasive. I do not say I am sold on them but you have done a won- 
derful job of selling. That is why you were so successful in your field 
before you came in to the Post Office. 

Mr. Summerrietp. May I thank you in advance for your support, 
sir? 

Senator Proxmire. No. [Laughter.] 

Mr. Summerrietp. I might say this, gentlemen and Mr, Chairman. 
I have been here 5 years as a Postmaster General. I have only one 
purpose in being here and that is to try to help the American people 
and the people in the Post Office Department and Congress to provide 
a modern post office service for the people in this Nation and to make 
some contribution in the doing in a fair way to the financial stability 
of this Government. 

There isn’t anything personal in it for me. I am not going to profit 
personally in any way by any of these things excepting as any one of 
the other 170 million Americans who believe in our free society and 
our form of Government. 

I know I have been rather persistent in coming back here year after 
year and I ask any of you if you in good conscience could be the Post- 
master General in this Government and have first responsibility for 
the administration of this Department and do anything less than I 
have done? I have recognized the feelings of the Congress, how sensi- 
tive you are to the wishes of your constituents back home and I have 
covered this country very thoroughly myself. 

I find practically no editorial comment in this country today op- 
posing the position of the Post Office Department in this field and as 

ar as those that oppose these things, they are the same people who are 
singing the same song against any increase or adjustment in postage 
rates all through these many years since 1932. 

So here is the American people waiting and willing to pay an in- 
crease in postage rates in amounts such as we have recommended to 
this committee and to the Congress. They want us to go ahead with 
our program of modernization. These communities all over the Na- 
tion are ashamed of many of their post offices. They would like to 
see new post offices erected and under our program, our leasing pro- 
gram, they can be had with private capital, where the buildings stay 
on the tax rolls of the local communities. 

We have built something like 2,000 of them since we have been in 
office and we are paying less money per square foot in rental for the 
new quarters than we were paying for the quarters that we vacated. 

Now, the people want this thing done. The Treasury and the Fed- 
eral Government must have it done unless we are going to go on con- 
tinuously ever increasing the national debt limit and I think that is 
unconscionable under these circumstances. 

Now, here is $6 billion that is accumulated in deficits in the last 
12 years, $6 billion, and I am reminded of the action of the Congress 
presently, of a few days ago, and currently in the Senate, of the 
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necessity of raising the debt limit. If we were to fail, if this com- 
mittee were to fail, and the Senate were to fail to vote and the Con- 
gress as a whole approve this rate increase, or any rate increase, in 
five more years you will have to go back again and ask for another 
£5 billion increase in the debt ceiling. What is it, what is the resistance 
to this ¢ 

Mr. Chairman, I certainly do not think we ought to continue to use 
the taxpayers’ money to subsidize the users of the mail whether it be 
first-, second-, or third-class mail. After all, my responsibility is 
concerned with the Post Office Department, the service it renders the 
people of this country and the people who make up the Post Office 
organization. I have tried to be forthright and frank about this 
thing, and Iam very hopeful, Senator. 

The Cuamman. I think that we are in agreement that the rates 
must be raised. It is only a question of what classes are to be raised 
and how much. Just as soon as we decide to raise first class those who 
use first class deluge Congress with letters charging that that class 
pays its way and that we should not tamper with its rate. 

I think that the public should be made aware of the fact that first- 
class mail has always had preferential treatment and will continue 
to receive it. The other clsses are used for filler work to take up the 
slack time of the Department and that adjustments are made in the 

rates to compensate longer handling time. 

The same holds true for telephone charges. You can make a tele- 
phone call after 7 p. m. and receive the benefit of a better rate. 

Mr. Sum™MerFreLp. May I comment? 

The Cuarrman. Yes; I want you to. 

Mr. SumMerrrecp. W ell, I am sure it is not lost upon the members 
of this committee, that has ‘been part of the propaganda on the part of 
those who have been against any rate increases. That has been a de- 
liberate plan and they have done a pretty good job and unfortunately, 
for all of us today, as I look at it now and look back, that had eve ry 
Member of the Congress, both Senate and the House, tried to explain 
about the preferential features of first-class mail and the reason w hy 
an increase in costs in conjunction with the efforts that the Post Office 
Department has made to educate the public with the facts having to 
do with first-class mail, it would be much easier. But, all too often, 
as I note firsthand, Congressmen have attempted to agree with their 
constituent when he has written or she has written in compl: aining 
about any increase in first-class mail, instead of taking the other side, 
being in a position, being completely informed as to the facts as 
against a confused public outside. 

If all of us in all our mail, beginning now, would spell this out to 
the American people, our constituents back home, wherever they may 
be, I do not think there would be any resistance to it. 

I have found, as I just pointed out to you a moment ago, that 
wherever we have gone, United States chamber last year, had 18 sym- 
posiums throughout the country, and they were attended by anywhere 
from 800 to 900 people, as many as 2,500 people, and they took a vote 
in each instance, after explaining the post-office story to the people in 
connection with a number of other subjects that were discussed, about 
how they would feel about an increase in first-class rates to 5 cents, 
The president of the United States chamber who conducted most of 
those meetings told me upon his return to Washington, not a dissent- 
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ing vote was raised in any of those meetings anywhere in the United 
States, and they were the small users, mostly. The people who attend 
these chamber of commerce meetings, all over these communities in 
the country, are in the main small-business people, and without any 
exceptions, they approved the 5-cent increase in mail. 

We were not thinking of 5 cents, we were talking about 4 at that 
time, but they thought it should be 5. They called for a vote on it, 
and that is the result of that, which shows conclusively what you 
say is correct, Senator, all these people need is to be told what the 
facts are and we would have no opposition to this, 

I think it is incumbent upon all of you, if we agree on the facets, 
and certainly we must, because they are all provable, that we each 
have an obligation to inform these people and I think we can do it. 

The Cuairman. Are there any other questions? 

Senator YarsoroucH. Mr. Postmaster General, do yon have any 
estimates by your staff as to what it would cost to modernize the build- 
ings and equipment of the postal system throughout the country’ Ido 
not mean build a new post office in every city, of course, you might 
have towns and have many of them have declining population, but 
I mean where they are really needed because of the increased urban 
situation of our people, population shifts, what would it cost. to mod- 
ernize the system from a capital outlay in buildings, and in equip- 
ment ¢ 

Mr. Summerrretp. Well, it would be somewhere, Senator, in fact, 
we currently are working on that particular subject, trying to evalu- 
ate the situation existing in every one of the communities throughout 
the country. 

Our preliminary studies already indicate it will cost a. minimum of 
$1 billion and maybe as high as $2 billion, However, most of it can 
be provided by private funds of the people in various localities where 
the buildings would be located, and that would include the cost of 
building, plus the equipment that would go in them. 

Senator YarsoroucH. Would that include the most modern equip- 
ment that has yet been accepted as the latest equipment for handling 
the mail? 

Mr. Sum™errievp. It would, sir, and give the United States, as 
it properly should have, the most modern postal service in the world. 

Bieades YarsorovuGH. | will take only a minute to go over these 
figures, they were given last, but I would like to have them again. 
How much additional revenue would be raised if the first-class rate 
were raised to 4 cents, at 4 cents? 

Mr. Ratnes. $526 million. 

Senator YarsoroveH. $526 million ? 

Mr. Ratnes. That is the total bill, 

Senator YarBoroucH. Increase the revenues that much? 

Then if you added 1 cent more for the out of urban, out of 1 urban- 
area letter, how much additional would that raise ¢ 

Mr. Ratnes. About $174 million. 

Senator Yarrorovan. How much additional revenue would be 
raised by raising airmail from 6 to 7 cents? 

Mr. Ratnes. $17 million, but this is included in the $526 million 
revenue estimate. 

Mr. Summerrrevp. $1714 million. 
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Senator Yarsoroven. What additional amount of revenue would 
be raised by raising second-class mail through these 4 successive stages 
to a total of 60 percent ? 

Mr. SuMMERFIELD. $3314 million. 

Senator Yarsoroven. How much additional revenue would be 
— by an increase of third-class rates by increasing them 50 per- 
cent 

Mr. Raines. About $133 million. 

Senator YarsoroucH. Have additional revenue ? 

Mr. Rarnes. That is right. 

__ Senator Yarsorovcn. What would the loss in third-class rates be 
if the rates were raised as you proposed? How much would the loss 
be per year then on the third-class mail ? 

Mr. Rarnes. Remaining loss? 

Senator Yarnoroven. Remaining loss. 

Mr. Rares. I would say approximately $100 million at today’s 
costs on third-class. 

Senator Yarsoroven. Still be a loss of $100 million a year? 

Mr. Rarnes. That is right. 

Senator YarsorouGH. Than if the raises proposed are made in sec- 
ond-class mail, what would the loss still be per year on the second- 
class? 

Mr. Rarnes. It would be about $225 million. 

Senator YarsoroucH. On second-class mail ? 

Mr. Rates. That is right. 

Of course, these are straight allocated costs once again. 

Senator YarsoroucH. Now, what proposals are made in this bill 
for the increase on book rates, book mail ? 

Mr. Rarnes. Books would go from 8 cents on the first pound to 10 
cents on the first pound, and from 4 cents on additional pounds to 5 
cents on additional pounds. In other words, it would be a 2-cent 
increase on the first pound, and a 1-cent increase on each additional 

ound, 
. Senator YarsoroucH. How much additional revenue would be 
raised by raising book rate? 

Mr. Ratnes. There is also included in this bill a provision to extend 
that preferential book rate to other materials of an educational nature, 
and those two items offest one another. Actually, the rate would pro- 
duce about $5 million; and the loss of revenue from reclassification of 
new materials to the book rate would amount to the same sum, $5 
million. 

Senator YarsoroucH. What new materials are classified in the book 
rate? Is that filmstrips? 

Mr. Rarnes. That sort of thing; manuscripts, theses——— 

Senator Yarsoroucu. Of course, you know the educational institu- 
tions are hard put now to furnish the training that is needed, and 
many of them are strenuously objecting to the book rate as being a tax 
on exchange of information between cultural centers. 

Mr. Rarnes. Sir, this extension of the book rate is primarily for 
the benefit of educational institutions, and I am certain that other 
legislation will be presented to Congress to aid education directly. 
As far as the post office is concerned, we are primarily concerned with 
providing this type of service. This rate now is substantially below 
cost. 
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Senator YarsorouGH. Mr. Postmaster General, I believe you said 
that these rates, unless the Department pays its way, constitute a 
subsidy that, in your opinion, is a dole that you think must. be elim- 
inated. 

Mr. SumMerrIexb. Or substantially reduced. 

Senator YarsoroucH. Or substantially reduced. Now, in second- 
class mail, the rate you propose, all of the increase comes to $3314 
million a year, and leaves a deficit on second-class mail of $225 million 
a year. Do you think that your recommendation is ArT yINg out your 
basic premise that this is a dole and ought to be eliminated ¢ 

Mr, Summerriecp. Do you mean am I going to correct the situ- 
ation that I deplore by this amount / 

Senator YArsBoroucH. You said this is a dole, a subsidy and a dole, 
and you think it must be eliminated, and 

Mr. SuMMeRFIELD, It must be eliminated. 

Senator YarsoroucH. How do you reconcile the fact that you rec- 
ommend that we raise on second-class mail $3314 million, and still 
have annually, and then still have a deficit of $225 million annually 
on second-class mail ¢ 

Mr. SumMerrietp. Senator, I also stated, about the same time I 
made those particular comments, that we recognize that these rates 
have not been adjusted substantially upward over the years by the 
Congress. Therefore, these publishing organizations have set up their 
financial structure on the premise of below-cost postage rates. I think 
that the Congress itself 1s responsible for the continuation of this, 
and the lack of ability of many publishers of the country to be able 
to absorb a much larger increase than we have proposed in the length 
of time that we proposed it, and I think we have to be fair. 

I do not think that the Government should use its power, or per- 
mit its power to be used, to destroy important segments of industry, 
or even unimportant ones, and I think if you were to too abruptly 
raise those rates too high, you might well embarrass seriously many 
of the smaller publishing organizations of this country, and I think 
that we have to consider that. 

Senator YarBoroucu.. You would modify your statement about this 
subsidy being a dole, and you think it must be eliminated now. Then, 
to the extent of that $225 million deficit on second-class mail 

Mr. Summerrrevp. Either it should be eliminated, beginning from 
where we are now, or substantially reduced. Now, I leave that to 
the wisdom of the Congress to decide how far we should go. If we 
have not gone far enough or too far, I think all we can do is submit 
the facts as we know them to this committee and rely upon your 
judgment because, again, it-is the Congress that represents the people 
and it is up to you to make the final determination. We have tried 
to come up with an equitable, defendable, fair rate proposal, and 
that we have done, to the best of our judgment. 

Senator Yarsoroucu. Mr. Postmaster General, on third-class mail, 
the mail that some people call junk mail and some people resent hav- 
ing called junk mail, I would hke to ask, in communications that you 
have received, if you receive a great deal of protest from the recipients 
of this mail who do not want to receive it? 

Mr. SuMMERFIELD. I must say, frankly, that, of all the complaints we 
receive, we receive more having to do with third-class mail than all the 
others combined. 
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Senator Yarsoroucn. I receive more complaints from recipients of 
that than all the other type of postal complaints combined, and they 
want to know whether we cannot pass some kind of law to stop people 
from mailingtothem. They are indignant. 

Mr. Summerrie.p. That would be unfortunate if that were done. 

Senator Yarsorouen. They are indignant about the loss suffered. 

Mr. Summerrrerp. I scarcely ever talk to our taxpayers that I am 
not confronted with the same protest that you have experienced in that 
area. Itry to rationalize it; 1 try todo my part to explain to them that 
third-class mail does not make an important contribution to the econ- 
omy of this Nation. It does have a value, and the law says that we 
should have, and we do have, a third-class mail and, as long as we have 
it, we will handle it as expeditiously as we can. 

I quickly say that, of course, the rate is altogether toolow. It should 
pay a much fairer percentage of the cost of handling than it presently 
is or has and, of course, I would like to just remind the members of this 
committee that fourth-class mail, which has not been mentioned here 
this morning, parcel post, by statute, pays its allocated costs for 
handling. 

T am required, as Postmaster General, to notify the Interstate Com- 
merce Commission as to whether or not fourth-class mail is or is not 
paying its way, and, if it is not, then I am required to ask approval 
for an increase from Interstate Commerce Commission, which we are 
presently doing, incidentally, and third-class mail originally, as Dr. 
Raines pointed out, when third-class mail first came into existence, the 
rates were calculated on the basis of 97 percent allocated costs. I 
recognize those things. 

Senator YarsoroucH. Mr. Postmaster General, have you had an 
opportunity to hear the testimony that has been given by the railroads 
within the past few weeks, before the Interstate Commerce Com- 
mission, about their operating leases and how they are contributed 
to by the routings of the Postmaster General? Have you had an 
opportunity ? 

Mr. SummMerriebp. I have not viewed it. I have heard some com- 
ments, and I have requested an opportunity to appear before the com- 
mittee. In the first instance, I recognize the plight of the railroads, 
and I expect to make some suggestions and some comments as to some 
kind of relief that coudd be given to the railroads. You see, I be- 
lieve in being permitted to be competitive with those who compete 
against you. T'do not want to go into the railroad thing at any 
length. 

Senator Yarsoroucu. I do not want to ask you to, until your staff 
has had an opportunity to analyze their testimony. 

Mr. SumMerrrecp. A number of statements were made in relation 
to the post office that were very inaccurate. 

Senator YarsoroueH. It would not be fair to ask you any questions 
until your staff has had an opportunity to analyze the record. 

Among other statements, they said part of the deficit was due to the 
fact that the Postmaster General required them in effect to keep stand- 
by trains and crews, and then, if planes could not fly due to weather, 
the brushes could roll and then they take the mail; but, otherwise, the 
planes or other systems would get mail. 
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Mr. Summerriexp. I shall answer all those questions in detail and 
be happy to submit you a copy of the record, and I want you to know 
I appreciate the highly emotional state that some of those witnesses 
were in when they testified, and I can understand. their reasons 
therefor. 

Senator Yarsoroven. I do not desire, of course, to ask you to answer 
questions until you analyze their testimony. 

Thank you for your information. 

The CHarrman. Senator Scott. 

Senator Scorr. I would like to ask the Postmaster General if the 
fellow ever got that mail delivered in New York? Has he got back 
ret? 

; Mr. Summerrieip. Yes; he did. Bless his heart. He is a direet 
actionist. 

Senator Scorr. I think you ought to give him a raise in salary for 
carrying out what he thought he was told to do. 

Mr. Summerrretp. I think he has been very well treated and prop- 
erly recognized. 

‘The Cuatrman. Are there any other questions? 

Senator YarsoroucH. I have no further questions. 

The Cuarrman. We certainly appreciate your coming in and bring- 
ing your staff here this morning. 

Mr. SumMerrievp. Do you have any further plans for me, Senator ? 

Mr. Brawtey. Not at this time. 

The Cuairman. We will have some hearings the latter part. of this 
week. 

I will read a communication from Senator Neuberger, asking that 
some correspondence he received pertaining to these hearings be 
printed.in the record: 


Mr. Chairman, I have received many letters this month expressing views of 
individuals and business firms on the much-diseussed subject of a postal-rate 
increase. One of these letters, from Carl C. Webb, manager of the Oregon News- 
paper Publishers Association, Inc., is especially significant since it reports con- 
clusions derived from a questionnaire mailed to members of the association on 
the subject of postal-rate increases. I would like to submit it for the record, 
Mr. Chairman, along with a letter from the Interstate Training Service and 
one from the Agency Lithograph Co. The latter two statements are excellent 
expositions of the position taken by business firms who see the possibility of 
complete strangulation of their businesses in the event inordinate postal rate 
increases are adopted. 


(The documents referred to are as follows:) 


OREGON NEWSPAPER PUBLISHERS ASSOCTATION, INC., 
Eugene, Oreg., January 13, 1958. 
Senator RicHarp L. NEUBERGER, 
Senate Office Building, Washington, D.C. 


Dear Dick: At the conference of a number of Oregon newspaper publishers 
with you last month in Portland to discuss postal legislation you suggested that 
we contact all of the newspaper publishers in the State to get their reactions 
to postal rate increases in the second-class category. On December 9 we mailed 
a questionnaire to all members and we have received replies from about half of 
the daily newspapers and one-fifth of the weekly newspapers. The replies were 
varied and some statements were qualified. However, I believe the following 
statements represent the opinions expressed by the majority of those who replied : 

1. The majority of Oregon newspaper publishers replied that they agree with 
this principle: “Some Senators believe that Congress should adopt a postal poliey 
which enumerates the publie services properly to be paid out of the general tax 
funds as expenditures in the public welfare.” 
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2. If the foregoing policy is followed so that the actual cost of second-class 
postal service is accurately determined, newspapers are willing to pay that cost 
if other users of the mail are required to do likewise. Understandably, newspa- 
per publishers do not now know what these actual costs are and therefore do not 
know what increases, if any, are needed in second-class rates. While some pub- 
lishers expressed themselves as being in opposition to any increase at this time, 
the majority of the publishers of papers with less than 5,000 circulation said 
they would not oppose an increase of 10 or 15 percent, and the majority of the 
publishers of newspapers affected by the present proposed bill (with circulations 
in excess of 5,000 copies) indicated they would not oppose increases in second- 
class rates of 25 percent spread over 5 years. 

In general, it appears the newspaper publishers of Oregon recognize that costs 
of operating the Post Office Department have increased since the last increase, 
which totaled 30 percent, went into effect in 1954. On the basis of what informa- 
tion they now have, the majority feel that the proposed increase of 60 percent 
is too great. 

We hope this information will be helpful to you and your committee in consid- 
ering action on proposed postal-rate legislation. 

Sincerely, 


Cari C. WeEsB, Manager. 


INTERSTATE TRAINING SERVICE, 
Portland, Oreg., January 20, 1958. 
Senator Ricnarp L. NEUBERGER, 
Senate Post Office and Civil Service Committee, 
Washington, D. C. 


Dear SENATOR NEUBERGER: AS you suggested in our Portland mail user’s 
meeting of September 27, here are some specific facts about Interstate Training 
Service (a private national home study council accredited home-study voca- 
tional school—see accredited list enclosed) that we hope will be valuable in 
helping you protect us from the devastating effect of H. R. 5639, proposing radi- 
cal increases in postal rates. 

1. We firmly believe the postal increases proposed in H. R. 5639 are both dis- 
criminatory and excessive, penalizing the larger commercial mail users, who are 
now providing the bulk of postal revenues. In the first 9 months of 1957 we 
spent $75,000, principally on third-class and book-rate postage. Our 1958 post- 
age budget of $125,000 would be entirely lost to the Post Office Department 
should the rate increases proposed become effective. Such increases would 
make it unprofitable for us to continue to operate. 

2. Third-class and book rate postage make up approximately 22 percent of 
our total operating expense. H. R. 5639, now pending, calls for a 50-percent 
increase in book-rate and third-class fees. Such an extreme and sudden in- 
crease in one of our principal cost components would put us out of business. As 
evidence: Our 1956 operating statement shows a postage expenditure of $96,117 
and a net profit of $36,246. Increasing this postal expense by 50 percent 
($48,056) would wipe out our entire profit and leave us with an $11,810 loss. Our 
payroll includes more than 50 home office and field employees, whose wages 
amount to $210,000 annually. The resultant loss of this annual payroll would 
not only bring personal hardship to our employees, but would be a loss to the 
national economy through reduced tax revenue from both the owner (a sole 
proprietorship) and the employees. 

3. Faced as we are today with an educational challenge unparalleled in our 
history, we cannot afford to lose a single contribution in our national educa- 
tional picture. If our school, which of course operates without State support, 
was forced to close its doors because continued operation was unprofitable, at 
least 3,000 students each year would not have the opportunity of technical trade 
training with our school. We believe that this is a loss we can ill afford at 
this crucial time. 

I hope you find the above outlined information helpful. I have just read 
with interest and gratitude your statement to the Oregon Newspaper Publishers 
Association. We're certainly grateful to have you on our side and will be 


happy to do whatever else we can to assist the cause. Thanks for your coopera- 
tion and assistance. 


Sincerely yours, 
Epon F. Gunter, Vice President. 
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AGENCY LITHOGRAPH Co., 
Portland, Oreg., January 13, 1958. 
Mr. RicHarp L. NEUBERGER, 
Senate Office Building, Washington, D. C. 


Deak SENATOR NEUBERGER: If the efforts of the Postal Department to raise 
rates are successful, the result will be a drastic curtailment of the use of adver- 
tising literature sent through the mails. I believe this has been admitted by the 
Post Office Department in testimony before congressional committees. 

Before you allow this to happen, please consider the following facts: 

(1) Direct mail is the only method of advertising financially possible by many 
small businesses. If this medium becomes economically not feasible, lack of 
sales promotion will, no doubt, force many out of business. 

(2) The printing industry is composed of many small companies, 92 percent 
of whom employ between 2 and 50 people. As an aggregate, it is the sixth 
largest industry in the Nation, and the fourth largest in our State. The indus- 
try employs thousands of people at better than average income. It seems to me 
that their contribution to the economy from purchasing power and from taxable 
income is sufficient to cause sober consideration before any bill is passed that 
would have a further depressing effect on the economy and income-tax receipts. 

Our own company employs 50 heads of households and the increased postal 
rates of the scope proposed could potentially cut the employment in half. Our 
company is certainly not unique as there are many thousands in the business 
of producing advertising literature. 

(3) Before increasing rates, it is our opinion in the industry most affected, 
that you should consider that— 

Public services performed by the Postal Department should be considered as 
such and not charged to postal users, and 

All efforts to economize by modernization of methods of handling mail should 
be explored. The Government Printing Office has effected tremendous econo- 
mies, under Mr. Blattenberger, by the introduction of modern production tech- 
niques. Is it too much to expect that the Postal Department do the same thing, 
rather than strangle an already struggling private enterprise? 

Cordially, 


Rosert J. RIcKeEtt, President. 
The Cnatrman. We will stand in recess, subject to call of the Chair. 


(Thereupon, at 12:05 p. m., the subcommittee was adjourned, to re- 
convene on call of the Chair.) 
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TUESDAY, FEBRUARY 4, 1958 


Unrirep States SENATE, 
Com™ItTer oN Post Orrice ANp Crviu SERVICE, 
SvuBcoMMITTEE ON Postat Rates, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., in 
room 135, Senate Office Building, Hon. Olin D. Johnston (chairman 
of the committee) presiding. 

Present: Senators Johnston, Carlson, and Jenner. 

Also present: William Brawley, executive director and Frank A. 
Paschal, professional staff member. 

The CHarrman. The committee will come to order. Senator Carl- 
son, will you preside ? 

Senator Cartson. The first witness that we will have this morning 
will be Mr. Homer Kempfer, executive director, National Home Study 
Council. Mr. Kempfer, we will be glad to hear your statement. If 
you have something to place in the record, you may do so, or you may 
make an oral statement. 


STATEMENT OF HOMER KEMPFER, EXECUTIVE DIRECTOR, 
NATIONAL HOME STUDY COUNCIL 


Mr. Kemprer. Senator Carlson, I would like to make an oral state- 
ment. My name is Homer Kempfer, executive director, National 
Home Study Council, with offices here in Washington. 

We are the accrediting home-study association for the private cor- 
respondence-school field. While our membership includes 53 schools, 
which, collectively, represent about two-thirds of the total home-study 
enrollment in the United States, I would like to speak for approxi- 
mately 450 private correspondence schools in the United States. 

We are concerned primarily about the proposed increase in third- 
class rates. We realize that the time is very likely coming when 
postal rates will have to go up, but we do feel that the jump from 114 
to 214 cents per piece on third-class mail will be quite disastrous, both 
to the schools, and, more importantly, to the students we serve. 

I wonder if the committee has made any survey of the effects of this 
proposed increase on American business, especially small business. 
We have made inquiry among our schools, and are inclined to think 
that, possibly, 10 percent of them will be forced to the wall, forced 
out. of business if the proposed increases go into effect. 

We estimate that at least one-third of the volume of mail will be 
eliminated; that there will be a reduction of about one-third. That, 
in itself, would tend to cut the postal revenues. 
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A few years ago, when the postal rates went up, a number of our 
schools had to cut their staff. One reported, for instance, that it had 
90 people and had to cut back to 69. We don’t know just how much 
reduction in staff will come about, but they will have to make a rather 
serious adjustment. 

Rather than speaking for the schools, as such, I would prefer to 
speak for the students that they serve. Each year, approximately 
imine of a million students enroll in private correspondence 
schools. You may recall that is more than all the freshman students 
enrolling in colleges and universities in the United States. 

They are unorganized; they never assemble; they have no voice 
as such, but the schools that could stay in business would be forced 
to increase their tuition rates. A number of the schools I talked to 
within the past week said they would undoubtedly have to raise their 
rates; that the proposed increases would more than wipe out any sur- 
plus they have of tuition over expenses, and they will have to pass 
those increased rates on to students. The estimate is that the tuition 
rates would have to be increased from 10 to 20 percent. That would 
depend upon the nature of the course and a number of other things. 

In a time when we need to do all we can to encourage people to con- 
tinue their education, when we need the technicians and the engineers 
and the accountants and the other skilled craftsmen and professional 
people trained by these schools, I think it ill behooves us to put an 
extra penalty on them. 

I happen to have been associated with a citizens committee 4 years 
ago, which reported to this committee. That committee accepted the 
principle and put into the record the principle that the private schools 
ought to be given the same exemptions in postal rates, the same pre- 
ferred rates, I should say, that are extended to educational, religious, 
and nonprofit organizations. I think, if you would think back, you 
would come to realize tiiat the educational services provided by these 
schools to the American public would justify such a principle being 
adopted. 

These private schools pay their normal taxes, the income taxes, 
property taxes, license fees, and things like that, and here are some 
of the reasons why that committee felt that this principle of exemp- 
tion should be passed on to them, that there should be no distinction 
between the private schools and the tax-supported schools in postal 
rates. 

First, the preparatory schools are essential in American education. 
They have played a very important role for two generations. They 
fill an essential gap. They serve only those educational areas that are 
not. served or are inadequately served by tax-supported schools. 

Secondly, the private correspondence schools serve a very unique 
democratizing function. C. A. Prosser, before he died a few years 
ago, was recognized as the outstanding leader in American vocational 
education, and he made this statement: 

Only by means of the correspondence schoo! will it ever be possible to give 
vocational education through schools to more than a comparatively small mi- 
nority of the citizens of this or any other country. These schools, though oper- 


ated for profit, have become one of the most effective democratizers among 
educational institutions. 


The preparatory schools usually face stiff competition from tax- 
supported schools. Most of the schools serving the American public 
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are supported by public taxes, by endowments, by gifts, and are free 
of charge or charge tuition at lower rates than these private schools 
charge. 3 af ; . 

The preparatory schools can exist in competition with the public 
schools only if they give a superior service and use superior teachin 
methods, offer more modern courses, and operate more efficiently, an 
they do that. The record shows that their tuition rates are often 
lower than the institutions operated not for a profit, but under private 
auspices. 

he expenses of the postal service have to be passed on to students, 
and add to their cost of education. The preparatory schools, in- 
cluding the private correspondence schools, maintain an established 
aclemame relationship and can be thought of as a part of our 
formally organized educational system. The end product, whether 
produced through public-supported institutions, through private 
schools, or through the preparatory schools, is essentially the same: 
a trained individual and a trained citizen. 

I would urge that this committee, if it has to increase the third- 
class rates, do it with reason. A 66-percent increase, we feel; is en- 
tirely too much; $25 a thousand is going to hurt; it is going to hurt 
the students, more students each year than enroll as freshmen in col- 
leges and universities. That would be my plea. 

I think the students could absorb a $20 rate much more easily than 
they could a $25 rate. As I repeat, again, we are not opposed to rate 
increases, but we would like for them to be held within reason. 

Thank you. 

Senator Cartson. Mr. Kempfer, may I inquire? You stated there 
were 450 private correspondence schools. Do you have any idea 
how many preparatory schools or correspondence schools are carried 
on by educational institutions like colleges, universities, and high 
schools ? 

Mr. Kemerrer. Approximately 135 colleges and universities offer 
correspondence study, and they enroll approximately 175,000 new 
students each year. Those students are usually taking relatively 
short courses, 2, 3, 4 semester hours; whereas the private vocational 
schools usually offer vocational curriculums all the way through to 
certified public accountant or engineering. 

It is entirely possible, for instance, and many people are doing it, 
to earn an engineering license; to prepare all the way from high school 
through coalanioant engineering license by correspondence. The 
same thing is true of the certified public accountant except in three 
States. In three States, a college education is required, but we esti- 
mate that 25 percent of the certified public accountants in the United 
States get their training solely or partly through correspondence 
education. 

Senator Cartson. Mr. Kempfer, we appreciate very much the state- 
ment you have made. I know these correspondence schools are doing 
a very splendid service for our people. 

Mr. Kemprer. Thank you, sir. 

Senator Cartson. The next witness is Mr. Tyre Taylor, general 
counsel, Southern States Industrial Council. 

Mr. Taylor, we are very happy to have you here this morning. 
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STATEMENT OF TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN 
STATES INDUSTRIAL COUNCIL 


Mr. Taytor. Thank you, Mr. Carlson. 

My name is Tyre Taylor. My address is 1010 Vermont Avenue 
NW. I appear here on behalf of the Southern States Industrial 
Council, the headquarters of which are in the Stahlman Building in 
Nashville, Tenn. 

The council is a regional organization and its membership repre- 
sents all lines of industry in the 16 Southern States from Maryland 
to Texas, inclusive. Its fundamental purpose is to restore and pre- 
serve to future generations the traditional American free-enterprise 
system and to serve as a spokesman for that system from the southern 
viewpoint. Wedeeply appreciate this opportunity to appear before 
this committee. 

At the last meeting of the council’s board of directors held in Hot 
Springs, Va., last May 23-25, the following statement of policy on 
the postal deficit was unanimously adopted : 

The council takes the position that the budget of the Post Office Department 
should ‘be balaneed through internal economy and the elimination of subsidies 
by the adjustment of rates so that each class of service pays its own way. 

It is pursuant to this policy that I appear here in opposition to any 
increase in the first-class rates which is not necessary to enable the 
Post Office Department to break even on the handling of first-class 
mail, Although the Department does not agree, it is our opinion 
that first-class mail is now paying its way and even earning a profit 
and that no increase is necessary. However, I shall return to this 
later. 

The council itself is a rather substantial user of first-class mail, as 
are most of its members. We estimate that an increase from 3 to 4 
cents for each ounce or fraction thereof would cost our operation as 
an organization between $3,000 and $4,000 annually, while some of 
our members would pay many times this amount. 

At this point I should like to say that I find the testimony given 
last year on the postal deficit often contradictory and extremely con- 
fusing. It ranges all the way from a denial by the citizens’ advisory 
council that any deficit exists to an assertion by the Postmaster Gen- 
eral and his Deputy that the deficit is $651 million and this figure 
does not include pending rail rate increases, further employee pay 
increases, fringe benefits, and the Department’s modernization 
program, 

One witness, Mr. Brambaugh, testified that the Department made 
a profit on the handling of Life magazine, while another, Mr. Stans, 
asserted that it cost the Department a “substantial amount in excess 
of its revenues from Life to handle and deliver it.” Underlying this 
confusion is, of course, conflicting views as to whether the mail users 
should pay for the Department’s general welfare and public service 
activities, or whether the cost of these should be defrayed by the tax- 
payers generally. 

Is it possible for the Post Office Department to operate more ef- 
ficiently and thereby save some money? Many people would answer 
this question in the negative. The Post Office Department, while often 
compared to a business operation, in fact bears little, if any, resem- 
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blance to a er owned and operated business. In the first place, 
it is the country’s largest purely Socialist enterprise. Its top man- 
agement consists of political appointees who come and go with chang- 
ing administrations and its employees, most of whom are under civil 
service, arewithout incentive to do more than work the required num- 
ber of hours for the required number of years and then retire on 
a pension. 

An expert on accounting matters has described the Post Office De- 
partment as “the most antiquated, antediluvian, obsolete, tradition- 
ridden structure in the Government.”: Moreover, the Post Office De- 
partment is required by law to carry on unprofitable operations hav- 
ing nothing to do with the collection and delivery of mail and to main- 
tain a vast system of post offices and rural free delivery routes which 
were established during the horse and buggy days. As the citizens 
advisory committee pomted out, “no business could operate so many 
losing branches if it planned to break even.” 

On the other hand, the situation is perhaps not quite as hopeless as 
it seems. Mr. Stans, the Deputy Postmaster General, is authority for 
the statement that a 5-year program of modernization and automation 
now underway at the Chicago post office will increase its productivity 
by 50 percent. Other experts on such matters say that 1t is entirely 
reasonable to expect the Post Office to cut its expenses by 10 percent 
through increased efliciency. 

But be that as it may, the council favors the elimination of sub- 
sidies so that each class of mail pays its own way. Another way of 
saying the same thing is that no user should be required to provide a 
profit in order to subsidize other users of a different class and this ir- 
respective of whether the cost allocated to the one user is for welfare 
services or handling the mail. 

According to a table inserted in the House Record, page 58, by Mr. 
Stans, first-class mail paid in 1955 105.4 percent of the cost of its 
handling and for the period 1926-41, an average of 140.5 percent. 
For the same year, 1955, second class paid 21 percent and third class 
59.9 percent. The average for the period 1926-41 was, according to 
the same table, 22.9 percent for second and 77.1 for third class. 

$y a process of accounting involving such intangibles as the value 
of a sealed letter over an unsealed one, Mr. Stans now says first-class 
mail is not paying its way, but on the contrary is costing the taxpayer 
$346 million a year. In other words, of the total postal deficit of 
$651 million, Mr. Stans contends that more than half of it is ac- 
counted for by losses on first-class mail. I am. not an accountant and 
so am not qualified to analyze Mr. Stans’ allocation and the methods 
by which he arrived at it, though, as was pointed out by Representative 
Holifield at the time, it does involve the assigning of dollar values 
to intangible factors which is not an ordinary or generally accepted 
accounting practice. 

But let’s assume he is right and that, contrary to the general im- 
pression and to Mr. Stans’ own table which I have already mentioned, 
let as assume first class is not paying its way. This would not affect 
the couneil’s position one iota—which is that subsidies should be 
eliminated and each class of mail, including first ¢lass, should stand 
on its own feet and pay 1ts own way but should not be required to go 
bevond this and make a profit with which to subsidize the magazines 
and newspapers of the country which, after all, are operated for profit. 
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In other words, it strikes us as fundamentally unfair and unjust to 
make one class of mail pay for another class’ service. 

Mr. Stans estimates that 25 percent of any increase in first-class 
mail rates would be paid by the public and 75 percent by business. 

Let’s look at that a minute. Most small businesses today rely on 
first-class mail in the conduct of their business activities—some for 
advertising and promotion, all for mailing bills, checks, and cor- 
respondence with customers and suppliers, 

I need not remind this committee that the present is not an easy 
time for small business. According to a report by Dun & Bradstreet 
published in October 1957, 4,503 concerns went out of business during 
the first 6 months of 1957, an indicated increase of 822 over the year 
before. But the interesting thing about these Dun & Bradstreet 
figures is that none of the 4,503 concerns that failed—and these repre- 
sent 63 percent of the total number of failures for the 6-month period— 
had liabilities of as much as $25,000, indicating that, for the most part, 
they were all small operators, or most of them. 

It has been said that everybody talks about helping small business, 
but nobody does anything about it. There is, for example, all the 
talk about tax relief for small business. But what is the sense or 
utility of granting small business an insignificant, and it would have 
to be insignificant, measure of tax relief and at the same time loading 
off on it a greatly increased postage expense, which is one of basic 
and for the most part inescapable costs of doing business ? 

Nor would the impact of a rate increase be confined to small busi- 
ness. About 10 percent of all first-class mail is advertising, or 
roughly 3 billion pieces. This is part of the great business-getting, 
business-building effort upon which our prosperity is founded. Re- 
duce it and you reduce one of the dynamic motivating forces in our 
economy. Its effects will be felt not only in the marketplace and 
the manufacturing plants and all levels of employment; it will be 
reflected in dnievagel revenues for the Federal Government and this 
at a time when it has been found necessary to increase the already 
astronomical debt ceiling by some $5 billion. 

Senator Carson. Mr. Taylor, will you tell the committee roughly 
what is the membership of this Southern States Industrial Council ? 
Is that all types of business? Tell us what it is. 

Mr. Taytor. The membership consists, Senator Carlson, of all lines 
of manufacturing of which the textiles are the largest; all lines of 
transportation, including railroads, steamship lines; we have a great 
many banks as members. That is about it, I believe. 

Senator Cartson. Do you have any newspapers / 

Mr. Taytor. I beg your pardon ? 

Senator Carson. Do you have any newspapers? 

Mr, Taytor. We have a bulletin that we publish twice a month 

Senator Cartson. No, I mean is there a membership in your council 
that are newspaper publishers in the southern section ? 

Mr. Tayrzor. No, sir; I don’t believe so. 

Senator Cartson. If I read your statement correctly, you are ap- 
pearing here this cope Om oppose an increase in first-class rates? 

Mr. Taytor. That is right. 

Senator Cartson. And at the same time you feel we should have a 
balance of receipts with expenditures in the Post Office Department. 
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Now, I would ask you this question: The Bureau of the Budget in 
submitting their statement to the Con in January, stated that 
the Post Office deficit is $647 million. Now, are you suggesting that 
second and third class take that up? 1 

Mr. Tayuor. Yes, sir, and first class, if there is any assignable to 
it, if it is not paying its own way. 

Senator Carison. Well, I have been on this committee for a good 
many years. I think, I just would urge you to think that one 
through, if you are going to ask second and third class to yen this 
up, because I think it might be one of the damaging things that could 
happen to this Nation and I think if you analyze that, you would 
find it to be true. 

I appreciate the problem and I want to bring out another item, 
because we are confronted with a real problem here. We should 
raise some additional revenue—the amount I don’t know—but cer- 
tainly we cannot continue to operate with ever-increasing deficit. If 
we should pass the present pay bill that is on the calendar of the 
Senate, without any changes, the deficit would be $1,021 million. 
Now that is going quite a ways and this committee is really laboring 
with this aaiiahe and we want some help. I notice that you mention 
that this places an additional burden on these people. I believe you 


will agree with me that postage is deductible when it comes to paying 
taxes! 


Mr. Tayvor. Yes, sir. 
Senator Caruson. I appreciate your testimony, but I want you to 


think this through before you put it on second and third class. 
Thank you, sir. 


Mr. Taytor. Thank you, Mr. Chairman. 


Senator Cartson. The next scheduled witness is Mr. George E. 
Keane, chairman of the legislative committee, American Association 
of Workers for the Blind. 

I am informed that Mr. Keane is unable to appear and that Mr. 


Peter J. Salmon will present his statement. You may proceed, Mr. 
Salmon. 


STATEMENT OF GEORGE E. KEANE, CHAIRMAN, LEGISLATIVE COM- 
MITTEE, AMERICAN ASSOCIATION OF WORKERS FOR THE BLIND, 
AS PRESENTED BY PETER J. SALMON, ON BEHALF OF THE AMERI- 
CAN ASSOCIATION OF WORKERS FOR THE BLIND, THE NATIONAL 
SOCIETY FOR THE PREVENTION OF BLINDNESS, AND THE IN- 
DUSTRIAL HOME FOR THE BLIND OF BROOKLYN 


Mr. Satmon. I am appearing this morning on behalf of the Ameri- 
can Association of Workers for the Blind, the National Society for the 
Prevention of Blindness, and the Industrial Home for the Blind in 
Brooklyn. 


My statement is quite brief, but nevertheless, I will read it, because 
that will keep it brief. 

We didn’t have very much notice regarding this meeting, so we have 
not gone into a great deal of detail. However, our particular rela- 


tionship is rather specific and we have tried to stick pretty much to 
that. 
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Lamdeeply grateful for this opportunity to represent the American 
Association.of: Workers for the Blind, the National Society: for the 
Prevention of Blindness, and the Industrial Home for the Blind, in a 
matter that touches them profoundly—the possibility that postal rates 
may be inereased as indicated in House bill H. R. 5836 with the pro- 
posed additional increase before you to'5 cents on first-class mail. I 
know that you have an extremely heavy ‘schedule, so I will keep this 
statement brief. 

First, may I say that we are sincerely appreciative of the postal 
privileges that have been extended to the blind and to welfare services 
generally by the thoughtful action of Congress, and we are equally 
grateful to the Post Office Department itself for its considerate and 
thoughtful handling of the problems of mail in our field for work of 
the blind. We have always had the utmost cooperation from the Post 
Oilice Department, and we regret the necessity of appearing in oppo- 
sition to a bill which the Department itself sponsors. 

May I say, further, that we are fully aware of the philosophical and 
economic controversy that is involved im this matter in terms of the 
nature of postal service as to whether it should be a business or a 
publie service. We have positive opinions on this subject and, despite 
the fact that they are irrelevant to the practical question with which 
we are confronted, we feel they should be expressed here. 

We believe sincerely that the postal service has been and should con- 
tinue to be the magnificent public service which our American way 
of life needs. We feel strongly that it is the basic, primary means 
of communication and must be maintained at a minimum cost to the 
user if we are to continue to be the informed people we haye become. 
Radio, television, the press, the telephone, and even personal inter- 
views cannot replace the precise essential written word communicated 
through the mail whether this be for business purposes or, as in the 
case of the Industrial Home for the Blind, for educational purposes 
and philanthropic purposes. 

The bill before you will affect the work of the Industrial Home for 
the Blind immediately and disastrously if it becomes the law, for it 
will add substantially to an already large operating budget. The 
Industrial Home for the Blind is a good customer of the Post Office, 
spending more than $150,000 on its mail in 1956. Our figures for 
i957 are not available as yet but this sum will be increased by at least 
15 percent;and will, whatever the action of Congress, undoubtedly 
have to continue to be since the mail is essential to our function and, 
in fact, to our very survival as a private voluntary agency serving the 
blind. 

In its humanity, the Congress of the United States has made special 
provisions for the blind in a variety, of. legislative acts and it is our 
conviction that Congress has created the atmosphere in. which private 
welfare programs of a social service, rehabilitative, or medical nature 
may flourish to improve the health and well-being of our people. It 
is possibly one of the great contributions that America has made to 
the. modern world in that it has made Americans conscious of the 
imagnanimity and generosity which has, in effect, embraced the under- 
privileged of the world through the use. of the mails. 

There has been a very disquieting devélopment, however, over the 
past several years by the very nature of the growth of philanthropy 
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and welfare service offered by and rendered by private voluntary 
agencies. The extent of expenditure has been the subject of inquiry 
on a Federal, State, and local level. This inquiry is direeted toward 
the elimination, through screening and study, of those elements of 
racketeering and grafting which have inevitably infiltrated philan- 
thropy as well as other areas of American life. 

We believe that this infiltration! is nominal in scope but that it 
should be eradicated. The process, however, has created a feeling of 
uneasiness in the public at large—uneasiness as to whether their gift 
to welfare service and their interest in it is justified. 

The Industrial Home for the Blind, even though it is one of the 
oldest agencies in the country serving the adult blind, has not been 
free from this inquiry. A significant portion of our budget is con- 
cerned with the use of the mails—$150,000, as I have stated. All of 
our educational publications and other special information publica- 
tions are sent through the mails; our contact with the client, with 
community resources for referral, with health and welfare agencies, 
with the medical profession, is carried forward in large part through 
the mail; and our fund raising, the greatest single source of referral 
of blind persons for service because we use direct mail and go into 
all homes, is also exclusively a mail program carried on throughout 
the year in lieu of a campaign for funds. For 25 years it has been 
a very extremely effective means of providing this and so they can 
readily know of our existence and willingness to serve them. 

If the bill before you is passed, this will mean an increase for us 
of $60,000 in the first year in which the law is effective—$44,000 in 
first-class mail and $16,000 in third-class mail—unless, as we under- 
stand, the rates for second- and third-class matter sent by nonprofit, 
religious, charitable, et cetera, organizations are not increased in the 
proposed bill. The IHB figures for 1957 are not now available, but 
will undoubtedly increase this additional cost substantially. We feel 
very certain that it is not the intent of Congress to create this kind 
of hardship, for it will be a hardship on all private voluntary welfare 
services that use the mail extensively. 

May we respectfully request, therefore, that if, in the good judg- 
ment of this committee and of Congress, it should seem necessary 
to increase the postal rates as indicated in H. R. 5836, two provisions 
at least be made to protect work for the blind in particular and 
philanthropy generally: First, that the rates now in effect for third- 
class mail which benefit all work for the blind be continued at their 
present level including the special provision for mail sent by such 
agencies as the Industrial Home for the Blind; and that, in addition, 
a similar provision be made for first-class mail, maintaining the rate 
of 3 cents, as it is now, with some special method of designating the 
use of the mail by private nonprofit voluntary agencies. 

We propose two possible alternative methods: First, that the 
community postmaster be authorized by legislation to maintain a 
postal account for each nonprofit charitable agency, tax exempt under 
the provisions of the Internal Revenue Act, on the purchase of stamps 
for first-class mail, with authorization to refund the difference be- 
tween the present 3-cent rate and any rate finally arrived at on a 
quarterly basis; or, second, that the Post Office Department issue a 
stamp which shall be identical to that. used in first-class mail except 
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for a minor designation to the postmaster, for sale at the present 
3-cent rate to charitable nonprofit agencies, regardless of the nature 
of the increase. we 

In asking for this special consideration, I believe, in all humility, 
that I represent the thinking of work for the blind in the United 
States, for all of those agencies carrying forward such service as that 
of the Industrial Home for the Blind, and the agencies I mentioned, 
will be affected in the same manner as we are to a greater or lesser 
degree; and we shall be watching with apprehension the action of 
Congress and shall be more than grateful if our request for special 
consideration is granted. 

I read with interest the article by Senator Jolinston, in the Read- 
er’s Digest and I think this Senate committee, which has made a very 
deep study of this postal situation, that that article really points the 
way for a possible solution to the situation, and I think that as was 
implied by one of the gentlemen who preceded me that perhaps wel- 
fare agencies are receiving special consideration. 

I admit that we in work for the blind are receiving perhaps special 
privilege and we would like to acknowledge that. We would like to 
acknowledge at this time, and perhaps through the record of this 
committee to make a little citation, if you will, on behalf of the 340,000 
blind persons in the United States today, and hundreds and thou- 
sands that have benefited through the years to the postman who is 
symbolic of the whole Post Office Department. I understand that per- 
haps as much as 20 million pounds of mail is carried on behalf of the 
blind at either at no cost or at reduced cost. And if that is a special 
privilege, I would like to say that we feel that the special privilege 
has had very special and significant benefits. 

I think it has made, and I don’t think it is too extravagant for me 
to say, that it has made the difference between ignorance and know]l- 
edge, between idleness and meaningful activity and lots of times, be- 
tween despair and hope because of what has been able to be accom- 
plished through these special privileges, the reduced costs in getting 
to the blind such materials as made it possible for them to be educated, 
to live a normal economic life, a social life, and above and beyond all 
this, the great tons of religious literature and inspirational matter 
that has been their privilege to receive. 

I would like to thank both Congress and the Post Office Depart- 
ment on behalf of the blind. 

Thank you. 

Senator Cartson. Mr. Salmon, I just wish to state that we appre- 
ciate very much your fine statement. We appreciate the tribute that 
you have just made to the Post Office Department and employees that 
do carry out their part of the program by delivering mail for you folks 
at poet reduced rates. 

want to say for the chairman, and myself that this committee 
has always been most considerate and most sympathetic of your prob- 
lems and I can assure you that there will be no change. 

Thank you very much. 

Mr. Satmon. ‘Do you have any questions ? 


Senator Cartson. No, sir. 


_ The next witness is Mr. Hulen C. Walker, legislative analyst, Amer- 
ican Foundation for the Blind. 
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STATEMENT OF HULEN C. WALKER, LEGISLATIVE ANALYST, 
AMERICAN FOUNDATION FOR THE BLIND 


Mr. Watxer. Mr. Chairman, there is not much point in me taking 


up too much of your time here, after Mr. Salmon’s wonderful state- 
ment. 


I have prepared a brief statement that I would like to place in the 
record and I would like to point out 1 or 2 things that he didn’t 
emphasize that I think we should consider. 

enator Carson. It will be made a part of the record. 
(The prepared statement of Mr. Walker follows:) 


PREPARED STATEMENT OF HULEN C. WALKER, LEGISLATIVE ANALYST, AMERICAN 
FOUNDATION FOR THE BLIND 


Mr. Chairman and members of the committee, as a representative for the 
American Foundation for the Blind, I wish to take this opportunity to publicly 
thank the Members of Congress for the many benefits which they have granted 
the blind in the past. I also would like to state that the American Foundation 
for the Blind has had a very pleasant working relationship with the personnel 
of the Post Office Department. Every effort has been made by that Department 
to give to the blind the maximum benefits under the laws passed by Congress. 

I want to point out that I am not speaking solely for the American Founda- 
tion for the Blind; but, acting in our capacity as the private agency serving 
the interests of all the agencies throughout the country, we wish to ask this 
committee to give consideration to the possible exemption of agencies serving 
the blind from the increase in postal rates outlined in H. R. 5836. 

Many small agencies throughout the country are meeting a need in their 
particular locality in rendering various services to the blind citizens of that 
community. This service will be reduced by the amount of increased postage. 

We are in a peculiar position here in making this request, due to the fact that 
we do not like to oppose the request from our friends in the Post Office De- 
partment for the increase necessary to place their Department on a paying basis. 
We do feel, however, that our obligation is to the blind and, therefore, any 
reduction in service to the blind must be brought to your attention through this 
democratic method. 

No one knows the number of dollars that the increase in postage would cost 
the many agencies for the blind now using the first-class mail. In testimony 
before the House committee, the Industrial Home for the Blind in Brooklyn 
gave certain figures which affect that agency. Multiply that by the number of 
agencies serving the blind and raising their funds through mailings and I 
believe the figure in its enormity would surprise all of us. 

Such private agencies for the blind receive their funds to operate, generally 
speaking, from contributors that have been furnished literature through the 
mails, we cannot expect to receive any greater amount in contributions than 
normally. So, with the increased cost, our return would be smaller and conse- 
quently our services less. For instance, I would like to point out that in 
Pennsylvania alone there are some 20 to 30 agencies for the blind serving different 
cities and counties that raise funds through first-class mailings. This probably 
would increase their cost, in this one State, by perhaps a hundred thousand 
dollars. So, with no additional funds, the service would have to be reduced by 
a hundred thousand dollars. 

It is unthinkable to expect governmental funds, in direct appropriations to 
the agencies, to pick up the services now rendered by private agencies. 

Therefore, gentlemen, on behalf of the many, many agencies throughout the 
country serving the blind, the American Foundation for the Blind urges you 
to give consideration to exempting nonprofit agencies serving the blind from the 
increased postage requested in H. R. 5836. 


Mr. Warxer. As he stated, there are approximately 340,000 blind 
people in the country today receiving services through the more than 
400 agencies, many of which are raising funds through first-class mail 
solicitation, through first-class mail. Any increase in that first-class 
rate will certainly reduce the amount of services. 
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I too! read the cliairman’s article in the Reader’s Digest, and due 
to Congress years ago) permitting the Digest and ether Braille pub- 
lications to go through the mail I received that Digest, and I would 
just like to point out that it is paid for not by public funds or not 

y a profit-making institution, hike the Reader’s Digest Association, 
po by your and my contributions to the Reader’s Digest Fund for the 
ind. 

The approximate cost of publication is $18 to $20 per copy. Well, 
very few of us could afford to purchase that, if it wasn’t provided 
by contributions, Well, it is certainly by solicitation that these con- 
tributions are received, and any imcrease in the cost of raising the 
funds would certainly reduce the number of Digests that could go to 
the blind. 

I too would like to thank the Congress for those benefits, and also 
the Postal Department, because they have been wonderful in handling 
our publications and the material from the libraries, and there again, 
you provide through Federal appropriations, books for the blind, 
and place them in the Library of Congress and the regional libraries. 

The regional libraries are not subsidized by Federal or State funds, 
but by local contributions from private citizens. So again, we come 
back to that service that the local agency, the private agency, must 
raise funds to provide these services even though you make available 
hes books; somebody has to handle the books, somebody has to pay the 

ill. 

So every time we increase the cost of solicitation, we reduce that 
amount of service. For instance, in Pennsylvania, there are approxi- 
mately 30 private agencies that are serving the blind of that State 
from local communities, and they always raise their funds through 
first-class mails. 

So I am sure in Pennsylvania alone, if we increased the first-class 
postage by 1 or 2 cents, by 2 cents anyway, it would run probably 
more than $100,000 extra cost to the agencies and since there is no 
tax fund available to pick up that extra cost, then it would be a 
reduction of service. 

Senator, I know you are busy and have other witnesses and if there 
are any questions that I could answer, I would be glad to. But I 
just want to say that we are not expecting a loan for the American 

oundation for the Blind, but for the more than 400 private agencies 
serving the 340,000 blind people in the Nation. 

Senator Caruson, Mr. Walker, I very much appreciate your ap- 
earance here. I am familiar with the work of the American Foun- 
ation for the Blind. You have always done splendid work, you are 

continuing it, and I know it will be continued. And as I told Mr. 
Salmon, this committee is most sympathetic to your problems and 
we do thank you for giving your views. 

Mr. Waker. Thank you. 

Senator Cartson. The next witness is Mr. Giles Morrow, president 
and general counsel, Freight Forwarders Institute. 

Mr. Morrow, we will be very glad to have your statement put in the 
record if you want to make it orally for the record, we will be very 
glad to have you do so. 
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STATEMENT OF GILES MORROW, PRESIDENT AND GENERAL 
COUNSEL, FREIGHT FORWARDERS INSTITUTE 


Mr. Morrow. Mr. Chairman, my statement is very brief aud I think 
it will save time to read it. 

Senator Cartson. We will be very happy to hear it. 

‘Mr. Morrow. My name is Giles Morrow. I am president and gen- 
eral counsel of the Freight Forwarders Institute. My business ad- 
dress is 610 Perpetual Building, Washington, D.C. 

The Freight Forwarders Institute is a national organization main- 
tained by and representing freight forwarders subject to regulation 
under the Interstate Commerce Act. I have been instructed by the 
industry to oppose bill H. R. 5836 insofar as it proposes to increase 
first-class and airmail rates. I will briefly describe the freight-for- 
warding industry so that you will understand our interest in the bill. 

Freight forwarders are common carriers of freight. They handle 
only less-than-earload and less-than-truckload shipments, sometimes 
referred to as merchandise or package freight. In the performance 
of a common carrier service for the public, freight forwarders utilize 
all other types of existing carriers. In that limited sense they could 
be compared with the parcel-post service and the Railway Express 
Agency. 

Freight forwarders have been federally regulated since 1942, when 
part IV was added to the Interstate Commerce Act. Part IV pro- 
vides the same pattern of regulation for freight forwarders as parts 
I, LI, and IIL of the act provide in the case of rail, motor, and water 
carriers. 

Approximately 90 freight forwarders operate in domestic service 
within the United States pursuant to authority granted by the Inter- 
state Commerce Commission. Official statistics show that in 1956 
the class A, largest, forwarders transported slightly more than 25 
million shipments and collected gross transportation revenues in ex- 
cess of $417 million. Forwarders traditionally have operated on very 
thin margins of profit, realizing less than 1 cent of net income on 

each gross dollar collected for their services. 

The average weight of shipments handled in freight-forwarder 
service ranges from 300 to 400 pounds. In 1956 the average weight 
was 361 pounds. Many shipments of course weigh far below the 
average and freight forwarders are directly competitive with parcel 
post as to some of their business. 

Because of the nature of their services, and the manner in which 
they operate, freight forwarders are exceptionally heavy users of 
first-class mail. The basic function of the industry is to gather to- 
gether, at key points throughout the United States, small sons. fererit: 
of freight received from individual shippers. At such key points 
forwarders consolidate the shipments and move them to destination 
or break-bulk points in volume lots, either carload or truckload. At 
the break-bulk points the volume lots are broken down again into 
individual shipments and distributed to the consignees. 

Each of the shipments making up the volume lots moving between 
forwarder consolidation and break-bulk points must be individually 
billed, and the papers must be transmitted from origin or consolida- 
tion points to distribution points so as to arrive before the arrival 
time of the car or truck. 
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To meet the demands of their service, freight forwarders have no 
choice but to send their billing and*control papers by first class or 
airmail, Because of the large number of shipments involved the 
mailings are quite bulky. Forwarder service is w idespread, many 
‘alividiual companies operating throughout the entire United States. 
As a consequence, postage charges constitute a large item of operating 
expense to the industry. U nlike some of the physical carriers, freight 
forwarders cannot transmit their com any, mail in their own service. 
Thus increases in mail rates have a heavier impact on freight for- 
warders than upon any other type of freight carrier. 

Even the 3314 percent increase in first-class mail rates included in the 
bill as it passed the House would produce a formidable increase in 
operating expenses for the industry. The 6624 percent increase in 
first-class nonlocal delivery mail proposed recently by the Postmaster 
General would be a staggering blow to the forwarders. 

To illustrate, ICC statistics show that the class A forwarders in- 
curred a postage bill in 1956 of $1,598,851. Estimates furnished me 
by individual companies indicate that between 50 and 80 percent 
of that amount went for first-class nonlocal delivery mail. An unde- 
termined amount was for airmail and first-class local mail, and a rela- 
tively small proportion was for parcel post. By the most conservative 
of calculations, the proposed increases, including the 5-cent rate, 
would cost the freight-forwarding industry an “additional three- 
quarters of a million dollars a year. At the 4-cent rate the added cost 
would be in the neighborhood of a half million dollars a year. 

A half million to a million dollars per year increase in operating 
expenses, in an industry grossing over $400 million a year, might not 
appear on the surface to be a serious matter. But as I have already 
indicated, in the freight-forwarded industry the ratio of expenses to 
income is very high. The increases I have mentioned would wipe 
out at least one-fourth of the net income of the entire industry real- 
ized in any recent year. 

The forwarding industry already is in serious circumstances created 
by rising costs and falling volume of business, as they have repre- 
sented to the ICC in current rate cases. If the forwarders should 
undertake to increase their own rates, to pass these added costs on to 
the shipping public, they would face loss of their business to compet- 
ing forms of transport. The problem is one of very serious propor- 
tions to the industry. 

We understand the need of the Post Office Department for increased 
revenues. However, we do not believe that it is equitable or sound 
to obtain the bulk of the increase from first-class mail. I am not 
sufficiently informed on the subject to discuss other categories of mail 
service, but it does seem to us that means of obtaining added revenue 
from parcel post should be explored. Parcel-post service has definite 
commercial aspects, and competes with privately owned transport 
services in many areas. 

We, of course, cannot disagree with the stated policy of existing 
law, insofar as it provides that parcel-post revenues should be sufli- 
cient to cover the cost of the service. And the amendment to section 
110 of the bill, reducing from 3 to 1 percent the permissible leeway 
between revenues and costs of parcel-post service is, undoubtedly, a 
wise one. But it is evident that not all costs are now taken into con- 
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sideration for purposes of establishing rates, including parcel-post 
rates. Section 109 of the bill corrects one such situation by providing 
that retirement costs shall hereafter be considered in establishing 
postal rates. We think consideration and study should be given to 
whether other costs, particularly indirect costs, should properly be 
taken into account in fixing parcel-post rates. 

No private-enterprise transportation service could exist on a rate 
basis that merely recovered out-of-pocket costs. Since parcel-post 
service competes directly with privately owned transport services, 
sound policy would seem to dictate that first attention be directed to 
obtaining needed increases in revenues from parcel-post rates rather 
than from other categories where only the post office provides service 
in the public interest. 

Congress has established a national transportation policy under the 
regulatory acts, designed to protect the inherent advantages of and 
preserve each mode of public transport. We do not think that policy 
should be ignored in the fixing of parcel-post rates where such rates 
are competitive with the rates of commercial services. 

I have stated the reasons why our industry is opposed to an in- 
crease in first-class and airmail rates. If the Congress should deter- 
mine that increases in such mail rates are necessary, we respectfully 
suggest that the increases be made applicable only on the first ounce 
and not on additional ounces. We realize that this would favor the 
business user of first-class mail over the average letter writer, but we 
think that the differences in the circumstances involved, particularly 
insofar as our industry is concerned, would justify the different 
treatment. 

Senator Cartson. Mr. Morrow, we appreciate very much your sub- 
mitting this statement and appearing before us. 

Mr. Morrow. Thank you. 

Senator Cartson. The next witness is Mr. Don White, executive 
vice president of the National Audiovisual Association. 

Mr. White, we appreciate your appearance here this morning, and 
you may read a statement or you may speak extemporaneously. 


STATEMENT OF DON WHITE, EXECUTIVE VICE PRESIDENT, NA- 
TIONAL AUDIOVISUAL ASSOCIATION, FAIRFAX, VA. 


Mr. Wurtre. My name is Don White, and I am the executive vice 
president of the National Audiovisual Association, with offices in 
Fairfax County, Va. The organization I represent is the national 
association of companies who produce, distribute, and sell educational 
and religious films, filmstrips, recordings, and various other types of 
audiovisual materials for use in schools, churches, and businesses, 
along with the equipment necessary to project or reproduce such 
audiovisual materials. 

We are a nonprofit corporation, organized under the laws of Tlli- 
nois, and our membership comprises some 530 companies, including 
about 400 audiovisual dealers and film libraries who distribute our 
specialized types of products, plus about 130 film producers, manu- 
facturers, and other suppliers of audiovisual products. 

Our association has not taken any position on the proposed in- 
creases in the rates of first-, second-, and third-class mail. We are 
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concerned about section 107, which increases the book rate by 25 
percent and adds a permit requirement which we consider unneces- 
sary. 

All of us who are concerned with the distribution of educational 
materials have been greatly aided by the special postal rate for books 
and 16-millimeter films which have now been in effect for some years, 
and which our acting chairman was kind enough to introduce, I be- 
live, the bill to pass the rate on films. 

The postage charges on audiovisual materials are paid by the 
schools, churches, libraries, and other organizations who use them. 
We feel that Congress has materially aided in the exchange of infor- 
mational materials by means of this constructive and enlightened 
public policy. 

We do not believe that the proposed 25-percent increase in the 
book rate is justified. Materials which are being shipped under 
section 107 are primarily educational and cultural in nature, and I 
would submit that this is not the time to place any handicaps on the 
wide distribution of such materials. In addition, I believe it can 
be shown that educational materials are at present paying a higher 
percentage of their handling costs to the Post Office Department than 
other types of published materials, such as magazines and newspapers. 

Books and educational films must play an increasingly important 
part in our national life if our country is to meet the challenge of 
greatly increased scientific education, and more effective education 
generally, which has been posed by recent international developments. 
We believe that it is in the national interest to continue the present 
book rates without any increase. In fact, a good argument could be 
made that a reduction in these rates would be one of the cheapest and 
most effective ways in which education could be helped by the Fed- 
eral Government. 

I have here a set of booklets which explain tle immense values of 
audiovisual education. I would like to pass these out to the members 
of the committee and, if you will look through them at your con- 
venience, I believe you will agree with me that the continued inex- 
pensive circulation of 16- millimeter films and other audiovisual ma- 
terials is particularly important in view of the educational crisis which 
our country faces today. 

Section 107 of the bill as it passed the House also contains a new 
provision, subsection (e) (3) on page 10, which, we feel, is in no way 
justified. This would require public libraries, organizations, or as- 
sociations to furnish to the Postmaster General evidence of their non- 
profit status before they may use the library-book rate for shipment 
of films and other audiovisual materials. No such permit or author- 
ization is required for the shipment of audiovisual materials under 
legislation which was approved by your committee and enacted 
in 1953. 

So far as we can see, the enactment of a requirement of this sort 
could be justified only if, first, it could be shown that a substantial 
number of organizations not authorized to use the nonprofit rate are 
at present making use of it, and, second, that the saving recovered by 
the Government would justify the cost of obtaining the necessary in- 
formation, checking on it, issuing authorizations, et cetera. In our 
opinion, the proposed new requirement fails on both counts. 
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The members of our association are closely involved in the ship- 
ment of audiovisual materials. Since this provision was proposed I 
have queried many of them, and I have yet to find one who knew of 
a single instance in which the nonprofit rate had been abused. 

In discussions on this matter with officials of the Post Office De- 
partment, I asked if the Department had any specific evidence show- 
ing that the nonprofit rate had been misused. The Department did 
not produce any such evidence, and I submit that the present simple 
and workable arrangement should be continued unless the Depart- 
ment is able to present evidence clearly justifying a change in the 
law. 

A permit requirement would be particularly cumbersome in con- 
nection with the shipment of films. All types of films are distributed 
on a closely scheduled basis; a film which is used in my town of Fair- 
fax this week may be scheduled for use in Richmond within a few 
days. If the delivery of the film is delayed while the local post office 
checks on the rec ipient’ s nonprofit status, the shipment may be held 
for several days, causing the second user to lose out. Any addition 
of unnecessary complications to the present simple and workable ar- 
rangement would inevitably have the effect of slowing down the trans- 
mission of the films with unfortunate results for all users of films. 

Any shipments of films which might incorrectly have been sent 
at the library-book rate would, in any case, be eligible for shipment 
at the regular book rate. On the average film shipment weighing 

2 pounds, the difference would be 7 cents. Even if there were evidence 
of some improper use of the library-book rate—and let me repeat, J 
know of no such evidence—it is difficult to see where the Government 
could possibly recover enough additional income to justify the permit 
requirement, counting the costs of administering the permit system 
and of checking individual shipments against the permits. 

It would seem to us, therefore, that the proposed permit require- 
ment simply adds unnecessary complication to to the present entirely 

satisfactory system. The nonprofit institutions which are authorized 
to use the library-book rate are clearly identified by the address or 
the return address on the shipment. 

To sum up, it would seem unwise to change the law and compli- 
cate what is now a simple and workable system, in the absence of a 
clear showing of need. 

Mr. Chairman and members of the committee, I wish to thank you 
on behalf of the National Audio-Visual Association for the privilege 
of appearing before your committee. If you have any questions about 
the matters I have mentioned, I shall be very glad to do my best to 
answer them. 

Senator Cartson. Mr. White, I appreciate very much you appear- 
ing before our committee, and I greatly appreciate your discussion 
here of the possibility of handling some of this audiovisual ma- 
terial that probably should not be so classed, and that has been one 
of the problems that concerned us when we passed this legislation, 
which I believe I was the author of, and I watched it with some 
interest. I am glad to get your statement. Now as far as you know 
it has not been viol: ited, that is, to any extent at least ? 

Mr. Wurre. That is right and I asked the Post Office Department 
to give me some information about any violations and they didn’t have 
any. 
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Senator Carson. That is one of the things this comm'ttee will 
consider when we get in to writing or rewriting the House bill in 
regard to this provision, and your testimony co certainly been 
helpful to the committee. 

Mr. Wuire. Actually, Senator, I believe this particular require- 
ment did not originate with the Post Office. It originated over in the 
House committee, and the Post Office was a little bit surprised about 
it. They didn’t even know it existed when I talked to them, it 
seemed like. 

Senator Cartson. We do appreciate your appearancec here. 

Mr. Wurre. Thank you, sir. 

Senator Carrson. If there are no further witnesses this morning, 
this hearing is adjourned subject to the call of the Chair. 

(Thereupon, at 11:15 a. m., the subcommitte was adjourned, sub- 
ject to the call of the Chair.) 
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THURSDAY, FEBRUARY 6, 1958 


Untrep States SENATE, 
ComMITTezE ON Post Orrice anp Crvi SERVICE, 
SuBCOMMITTEE ON Postar Rates, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:05 a. m. in room 
135, Senate Office Building, the Honorable Olin D, Johnston, chair- 
man of the committee, presiding. 

Present: Senators Johnston (presiding), and Hoblitzell. 

Also present: William Brawley, executive director, and Frank A. 
Paschal, professional staff member. 

The Cuatrrman. The committee will come to order. 

I should like at this time to introduce Senator Hoblitzell of West 
Virginia. Senator Hoblitzell has recently been appointed to the Sen- 
ate to fill the vacancy of the late Senator Neely and he has been as- 
signed to this committee. We wish to take this opportunity to wel- 
come you. 

Senator Hosirrzety. Thank you, Senator Johnston. 

The Cuatmrman. We have just one witness this morning, Mr. Hor- 
ace H. Nahm, president of the Association of First Class Mailers, 
New York, N. Y. 

You may proceed, Mr. Nahm, and identify yourself for the record, 
please. 


STATEMENT OF HORACE H. NAHM, PRESIDENT, HOOVEN LETTERS, 
INC., NEW YORK CITY, AND PRESIDENT, ASSOCIATION OF FIRST 
CLASS MAILERS, NEW YORK, N. Y. 


Mr. Naum. My name is Horace H. Nahm. I live on Long Ridge 
Road, Stamford, Conn. I am president of Hooven Letters, Inc., of 
352 Fourth Avenue, New York City, a director of the Advertising 
Club of New York, a past director of the Direct Mail Advertising 
Association and the American Institute of Graphic Arts, and I am 
also president of the Association of First Class Mailers, an organi- 
zation of some 350 individuals and business firms. It is in the latter 
capacity that I appear today to protest the proposed increases in 
first class mail rates. 

Mr. Summerfield has told you that your constituents are willing 
and even anxious to pay higher postal rates. If you believe it is true 
that your constituents are anxious to pay 6624 percent more on their 
out-of-town first-class mail (which is 24 of all first-class mail) and 
3314 percent more on their local mail, then you have every right and 
every reason to vote for his proposal. If any such willingness exists, 
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it is as a result of the specious propaganda that has been fed to the 
American public by the Post Office Department at great expense to 
the public. 

If, on the other hand, you share your constituents’ displeasure at 
the rising cost of living and agree with them and me that the Govern- 
ment should not inflate a price over which it has absolute control, 
then you will take a hard second look at this proposal, and, I hope, 
defeat it. 

The direct rate increase is only part of the story. Mr. Summer- 
field’s assistant, Mr. Gillette, admitted before this committee on 
January 28 that the increase in postage rates would be passed on by 
business firms in the form of higher prices. 

In other words, this $700 million rate increase may well turn out 
to be a billion-dollar boost in business and living costs at a time when 
the people are crying out for relief. For some businesses, such as 
public utilities, the higher costs will be built into their rate bases as a 
matter of law. If the costs are not passed on by business, then profits 
will be reduced and internal revenue will be the loser. 

Incidentally, on this matter of increased business cost and the 
economy right now, I looked at a couple of headlines, and I was 
reading in the paper what our President has said about the possibility 
of a tax cut to encourage business. 

I think this runs contrary to that trend itself. And here it says 
“Defense spending insufficient in itself to speed recovery.” All of 
this is in the opposite direction of keeping money in the hands of 
businessmen and individuals in the economy. 

Everybody loses under this proposal. The Treasury will gain con- 
siderably less than the estimated $700 million increase in revenue for 
the reason that these drastically higher rates will undoubtedly reduce 
mail volume, and this will reduce revenue. Look at the record of 
the Government postcard when increased from 1 to 2 cents. The Post 
Office will not gain, for a rate increase will not make it more efficient. 
The people will not gain, for they will be faced with higher prices 
for the things they buy, higher rates for the postage they pay for, 
and absolutely no promise of better postal service. 

Mr. Brawtry. I wonder if I might interrupt here a second, Mr. 
Chairman. Mr. Nahm says he is president of the Hooven Letters, 
inc., and is representing the first-class people. 

This committee has been trying to develop ways and means to get 
better service. The electronics experts who are working on new 

machines to handle sorting of mail say that these m: achines are in- 
effective unless they can standardize the size of first-class envelopes. 

Do you have any thought about maybe placing a penalty on over- 
sized envelopes, either white or manila? Do you have any thoughts 
on the size of that, or whether a penalty would further 





Mr. Nan. There can be no doubt that standardization of envelope 
sizes would achieve substantial economies. I am not an expert on this 
question. I understand, however, that the Department is now in con- 
sultation with the Envelope Manufacturers Association of America 
with a view to eventually achieving greater standardization of en- 
velope sizes. | Tnfortunately, the envelope industry has a large invest- 
ment in equipment and cannot change overnight without feeling eco- 
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nomic hardship. I feel confident in time a solution satisfactory to all 
will be arrived at. 

The Cuarman. Proceed. 

Mr. Naum. Not only that, but the costs of local and State govern- 
ments will also increase—to be met by higher taxes. Our association 
recently sent out a questionnaire to the States and representatives 
cities, asking them how they would be affected by an increase in post- 
age rates. The replies have only started to come in, but I do have 
a report here from Atlantic City, N. J., a city of only 61,600 popula- 
tion. Last year Atlantic City’s postage bill (municipal government 
only) was $14,164.81, almost entirely first class. This would be in- 
creased almost $5,000 under the rate increase now before you. This 
drain on hard-pressed city and State budgets will I am sure, be re- 
flected all across the country. Municipal officers, and in turn their 
constituents, will be aware of the fact that this is a congressionally 
administered price increase. 

I have this letter from Atlantic City, and I also have a letter 
here from the city of Green Bay, Wis., which says the city installed a 
machine for stamping of mail and set up in its budget for 1958 the 
sum of $3,250 for postage for all departments, including school board, 
parks and recreation departments, and so forth. But they say no 
record is kept of the first-, second-, and third-class mail, but this is 
their budget. for first-class mail alone, the City of Green Bay, Wis. 

The Cuairman. Would you like those letters to be made a part of 
the record ? 

Mr. Naum. Yes, Senator; I would. 

The Cuairman. Without objection, they will be inserted at this 
point in the record. 

( The letters referred to are as follows :) 


DEPARTMENT OF REVENUE AND FINANCE, 
Atlantic City, N.J., February 3, 1958. 
Mr. Horace H. Naum, 
President, Association of First Class Mailers, 
New York, N. Y. 4 
Dear Str: Your letter of January 31, addressed to Hon. Joseph Altman, mayor 
of Atlantic City, has been referred to me. 
During the year 1957 the sum of $14,164.81 was disbursed for postage. Prac- 
tically all mail goes first class. 
Very truly yours, 
B. M. TownseEND, City Comptroller. 


City OF GREEN Bay, WIs.. 
February 3, 1958. 
ASSOCIATION OF First CLASS MAILERS, 
New York, N.Y. 

GENTLEMEN : In response to your inquiry of January 31, it would be impossible 
to give you the amount of the total postage bill for the various departments 
of city government, as this was not listed as an entirely separate item, and no 
record is kept as to the classification of mail such as first, second, or third class. 

The city has, however, installed a machine for stamping the mail and has 
set up in its budget for 1958 the sum of $3,250 for postage for all departments. 
including the school board, parks and recreation departments, etc. 

I trust this information will be of use to you in compiling your statistics on 
this subject. 

Very truly yours, 
Orto RacHALs, Mayor. 


Mr. Naum. The increase to the Federal Government will also be 
significant. As just one example, the Treasury Department mails out 
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about 211 million checks per year. At 5 cents instead of 3, the postage 
for that one item will come to over $1014 million instead of just under 
$614 million. All the other Federal agencies from which Mr. Sum- 
merfield collects postage will have similar experiences. 

The misleading information about this rate increase is typical of 
that which the people have been fed for the past several years. The 
greatest amount of misinformation centers on the so-called deficit, 
which is roughly less than half the size claimed for it since some $400 
million of post-office costs are considered by this committee’s own 
advisory council to be public-welfare costs that ought to be met out 
of general revenues and not postal receipts. 

Even as far back as 6 years ago the accounting firm of Price, Water- 
house & Co. found the Post Office was giving away or selling below cost 
$274,470,674 in measurable public services. 

Millions of Americans have read Senator Johnston’s revealing 
article in the February Reader’s Digest. I can assure you they take 
a dim view of paying two-thirds more for postage stamps when the 
so-called deficit is created by such things as the annual census of deer 
and grouse on the Upper Michigan Peninsula. And that’s not all. 

Maintaining a rural post office where the postmaster’s salary far 
exceeds receipts is probably an essential deficit enterprise, but it is a 
public-welfare cost which should be shared by all the people and not 
just the mail users. The same goes for the 135 horseback-mail routes, 
the 96 shallow-draft-boat routes, and the 32 private-airplane routes. 
These are essential public services. They come under the general- 
welfare clause of the Constitution. 

Selling duck stamps for the Department of the Interior may be a 
legitimate post-office activity, but it is a public-welfare item whose 
costs should be met out of general revenues and not postal receipts. 

Incidentally, someone handed methis. This is another release from 
the Post Office Department, put out, of course, to me and the rest of 
the public, “Postal rate increase is needed now,” and it is just another 
piece of propaganda we pay for and may be essential for post-office 
operation ; I don’t know. 

The 20 million pounds of mail carried free for the blind each year 
is obviously in the public interest, but should the bill be paid by the 
people as mail users or by the people as general taxpayers ¢ 

These are only a few examples of the nonpostal costs and the out- 
right subsidies included in the so-called deficit. They all add up toa 
considerable amount of legitimate public service rendered by the Post 
Office Department, but Mr. Summerfield is consistently silent on this 
role his Department plays, preferring to persuade the people that the 
post office is a crass business enterprise “ae not a governmental service. 
He fails to point out to the people that his Department recovers more 
of its appropriation through charges for its services than any other 
agency of Government. In fact, he never refers to his congressional 
appropriation as an appropriation; he calls it a deficit the minute he 
receives it. 

Ihave heard it reported that the General Accounting Office has made 
a secret report on the costs of Mr. Summerfield’s information, or what 
I would call publicity program. I would hope that this committee 
obtain a copy of this report and let the people know what is in it. 





POSTAL RATES 347 


Gentlemen, you cannot escape this hard fact: First-class mail, the 
historic moneymaker of the Post Office Department, is being asked to 
pay (by Summerfield’s own admission) 140 percent of its costs in order 
to make up the losses in other classes of mail and to meet the public- 
welfare costs of the postal system. 

I believe you can rightfully look for a strong popular protest if this 
extra load is saddled on first-class mail. The reason is that people, 
generally, suspect that first-class mail is paying its way, and they are 
right. It is paying its way. In table 99 of the 1956 cost-ascertain- 
ment report of the Department (the latest figures obtainable by the 
public), first-class letter mail, which makes up 93 percent of all first- 
class mail, is shown by the Department’s own figures to return an 
excess of revenue over expenses. It is not until the Department intro- 
duces a new “Estimated reallocation of costs for intangible factors” 
(table 100) that first-class mail is alleged to be a money loser—and to 
the tune of $346,170,000. In other words, only by saddling first class 
with losses in other classes and with public-welfare costs can it be 
shown to lose money. 

The amount arbitrarily added to first-class costs is $316,305,667. 
This is followed by a $16%,550,431 credit to second class. This figure 
juggling flies in the face of the fact that, compared to second-class 
mail, first class produces over 15 times the total revenue, represents 
less than one-third the total weight of the 2 classes, 314 times the 
revenue per piece, one-thirteenth the weight per piece, and 47 times the 
revenue per pound. Yet, for some strange reason, it is proposed to 
load $316,305,667 additional on first-class cost figures and subtract 
$167,550,431 from second class, 

We do not intend this comparison between first and second class 
to imply that second-class rates should be raised a little or a lot. As 
a matter of -fact, everyone knows that a great deal of the second- 
class deficit results from the 14-cent minimum on lightweight pub- 
lications. As a matter of policy, Congress has always provided for 
a low second-class rate as a means of disseminating news, culture, 
information, and literature to the people, and I believe this policy 
will be continued, to a greater or lesser extent. We simply use these 
figures to show the magnitude and the unfairness of the load pro- 
posed to be put on the accepted profitmaker of the Post Office De- 
partment. 

I am sure you are aware that Mr. Summerfield is even hinting at 
6 cents as the proper rate for first-class mail. He attempts to jus- 
tify this rate on the ground that the dollar is worth half today what 
it was in 1932, when the present 3-cent rate replaced the old 2-cent 
rate. Is Mr. Summerfield saying that anything that has not in- 
creased 100 percent in price since 1932 should immediately be raised 
to that level? What kind of economics is that? And how does this 
square with the President’s request that we all hold the line? 

Mr. Summerfield fails to point out that the 1932 increase was not 
a postal-rate increase in the ordinary sense; it was initiated by the 
revenue-raising House Ways and Means Committee as a tax to be 
paid, regardless of the cost of service. 

For 26 years, first-class mail has more than paid its share of the 
postal service. It should not be subjected to another increase, which 
would be purely a tax on the users of the mails. 
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The split rate proposed by Mr. Summerfield—local and nonlocal— 
would be administratively dificult, if not impossible. Several years 
ago, the Post Office felt it would be impossible, but now it is minimiz- 
ing the difficulties in its eagerness to raise the rates. 

t think Senator Proxmire has a valid point when he suggests that 
the split rate would work a hardship on the smalltown user, par- 
ticularly the small-business man, so much of whose correspondence 
is out of town and thus subject to the top rate of 5 cents. The small- 
business man is having a very rough time. The need to protect his 
solvency is well understood, and much lipservice is even him. How 
is it reasonable to increase his postal bill, one of his basic costs of 
doing business, and at the same time talk of helping him to survive? 

The suggestion is made that 1 cent of the 2-cent rate increase be 
used for post-office modernization. Unquestionably, the post office 
needs modernization. We have the statement of the former Assist- 
ant Postmaster General, Mr. Stans, made in a speech in Milwaukee a 
few years ago, that the Department is “antiquated, antediluvian, obso- 
lete, and tradition ridden.” Despite the Postmaster General’s claim 
that he is handling a greater volume with fewer people, it is well 
known that the man-years of employment in the post office is up con- 
siderably. But why should the user be forced to foot this bill? For 
40 years the post office has wasted millions of the user’s money, and 
now it proposes to slug him with a two-thirds increase to make up 
for it. 

It makes much more sense, as Senator Johnston has proposed, to 
authorize the Post Office Department to borrow $2 billion from the 
Federal employees retirement fund for this purpose. This money 
now draws 21-percent interest. The post office could pay 314 per- 
cent, thereby tone more to the fund and at the same time reducing 
the interest rate on money it can borrow elsewhere. 

Cards and airmail are also a part of first class. I will not use up 
any more of your time discussing these increases, since I appeared 
before your committee as recently as August 20, 1957, to protest 
against them, and they are not changed in the new Summerfield 
proposal. Suffice it to say that the proposed increases on cards and 
airmail are still unrealistic and still unjustified. 

But for the rest of my testimony I bao your indulgence for a brief 
repetition of what I have said in several appearances before this 
committee and its counterpart in the House of Representatives. I 
want to repeat them because they are even more pertinent today than 
they were a year ago. These remarks concern (1) efficiency in the 
Post Office Department, and (2) the effect of postal rate increases 
on. business. 

(1) If the catch phrase that is bandied about, “The Post Office 
Department should operate like a business and its users pay their 
way,” is to have genuine validity then the inescapable conclusion 
must follow that it must be operated in a businesslike way. It must 
be treated as a°medium to receive and deliver mail—with the same 
freedom as any business to eliminate wasteful practices in buildings, 
personnel, transportation, and purchasing practices. 

It requires a curious double standard of thinking and speaking to 
clamor loudly for businesslike balancing of intake of revenue from 
users against costs and yet disregard the well-known facts of life of 
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traditional post-office operating practices. Compare the technologi- 
cal advances of any ile operated organization such as the phone 
company, a public utility, an auto manufacturer, with the lack of 
progress in the Post Office Department. ; 

(2) Most small businesses depend on first-class mail to conduct 
their business activities, some for advertising and promotion, all for 
mailing bills, checks, and correspondence with customers and sup- 
pliers. First-class mail is often their precious substitute for man- 
power in their competition with big business. 

It is unfair aie discriminatory to load any part of the public 
service and deficit breeding practices of the post office on the small- 
business man—he can’t afford it. Don’t soak the small-business man 
with unfair postage rate increases. 

Incidentally, about a year ago the president of the American News- 
paper Publishers Association, a representative of the National Edi- 
torial Association—that is the weekly newspapers—representatives 
of third- and fourth-class mail users and I as representative of first- 
class mailers went to see Secretary of Commerce Weeks personally 
and pleaded with him to conduct a survey of the impact of these 
proposed rate increases on business. Absolutely nothing has come 
of it. And when Mr. Weeks appeared before the House Post Office 
Committee last year he indicated his Department had no informa- 
tion on the subject and conceded that the views of the Small Business 
Administration had never been sought. 

And I might insert parenthetically I have heard nothing of any- 
thing being done in that direction as yet. 

The impact of postal rate increases on department stores, specialty 
shops, and others with their monthly bills and statements will be 
drastic. They will experience a radical cost increase at a time when 
they are struggling to make a profit. It will create another cost of 
doing business which they will of course pass along to the public if 
they can. 

As to big public utilities and insurance companies, they will be 
loaded with a tremendous cost for notices, regular bills, ete., an added 
cost to be passed along to the public in future ratemaking. 

As to big business, it is Just another cost to come off their profit 
statement—and half or more of it off their tax bill. 

Now as to the use of first-class mail as advertising. About 10 per- 
cent of all first-class mail is advertising—or roughly 3 billion pieces. 
There are a part of the great business building effort that is the 
foundation of our prosperity. A decrease resulting from increased 
postage rates can have an adverse effect of unknown dimensions on 
our economy. One of the recommendations of the Senate Advisory 
Group is that the executive branch be directed to make a survey of the 
impact of increased postal rates on the economy. 

In general, however, postal rate increases will directly reduce cor- 
porate and unincorporated business profits. The result is reduced 
taxpayments perhaps of 30 percent to 50 percent of the amount of the 
increase. Budgetwise the Post Office Department’s gain is the De- 
partment of Internal Revenue’s loss. 

Certainly businessmen are willing to pay their own fair share of 
postal costs. However, before rates are increased the Congress should 
make a true statement of postal policy and not burden business with 
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ost-office practices not based on the service they require which is the 
delivery of the mail. 

A final word on this matter of the impact of postal rate increases 
on business. You are aware, no doubt, of the fact that both the Na- 
tional Association of Manufacturers and the United States Chamber 
of Commerce go along with the Summerfield rate increases. When 
the Government economy committee of the NAM attacked the so- 
called post-office deficit, I asked to become a member of the postal 
affairs committee—I was a member of the NAM at that. time—and 
I submitted a memorandum which in my opinion covered certain vita! 
points overlooked by the NAM. For example, the NAM’s postal 

olicy statement made very little mention of the functions of the 
United States mail as a vital economic factor in the distribution of 
goods produced by manufacturers. 

In my memorandum I quoted the following statement from David 
F. Austin, executive vice president, United States Steel Corp., before 
the 61st Congress of American Industry in New York City. That is 
the National Industrial Conference Board’s annual meeting. 

Unfortunately, today too many people think production is the key to the solu- 
tion of all our problems, despite the fact that it is obvious that we can produce 
from now until the end of time, and unless we sell the output, the result is an 
unhealthy inventory and a sales-liquidation problem entailing freightful losses, 
This is not a visionary picture; it has happened often and can happen again. 
It has always been true that too many people go into business because they know 
how to make a product, while too few people go into business because they 
know how to sell a product. The sellers—the merchandisers—the commercial 
men—are the prime movers in the economic picture. It is much more important 
for a business to own a market than a mill. 

It is variously estimated that $15 billion to $25 billion worth of 
merchandise is moved by sales or sales promotion by the United States 
mail. Just as tinkering with tariffs threatens the economic welfare 
of American manufacturers, so tinkering with United States mail 
postage rates threatens a considerable segment of the manufacturers 
of the United States. 

Small tariff changes may seem insignificant to the uninformed— 
but carry heavy impact. The manufacturers who depend on the mails 
for orders and sales promotion are similarly affected by seemingly 
small changes in the postal rates. 

It is a fallacy to think that small manufacturers are the only ones 
affected. Many large manufacturers may sell 10 to 30 percent or more 
of their output to mail-order sellers who will be affected. Large soap, 
food, automobile, and other manufacturers use the United States mail 
for large sales promotion efforts. 

Mr. Braw ey. I noticed you said back up here that you became a 


member of the postal affairs committee of the National Association of 
Manufacturers. 


Mr. Naum. Yes. 

Mr. Brawiey. Did your membership have any effect? I know that 
they are all in favor of rate increases. They so testified before the 
committee. 

Mr. Naum. To tell the truth, I wrote this memorandum to the vari- 
ous members of the postal rate committee and I got some answers 
that were very unsatisfactory, but I am a stubborn sort of a guy, so I 
kept working and when I saw a new officer come in, a new president 
come in, I would write him a letter, incorporating my testimony before 
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this and the House committee and also my statement to the NAM com- 
mittee, and I didn’t get many responses, but I did have a correspond- 
ence, which I brought down here, which seems to bring to light a slight 
change in attitude and I would like, at the end of my testimony, to go 
into that, if I might, because there are some significant things from a 
man who is important. 

Mr. Pascuau. Just following that up, you are a member of this 
organization now, at the present time ? 

Mr, Naum. The NAM? No; I resigned. But stimulated by my 
resignation, I started to get letters and my response to the letters was 
to try to hammer in the same nail again. 

The small retailers and small-business man depend on the United 
States mails for sales and sales promotion. The prosperity and pur- 
chasing power of the small retailer and businessman is a vital interest 
to NAM. The United States mails are a basic factor in his ability to 
compete with big organizations and to pay wages and profits and to 
make customers for the products of industry. Big manufacturers, 
DuPont and many others, publish educational material to help their 
small customers use direct mail more effectively to move merchandise. 

Many efforts are being made to help the small-business man, among 
them tax relief on small corporation and business profits. It would 
be a negation of this effort if the small-business man’s most effective 
advertising and business medium—first- and third-class mail—were 
to be burdened by rate increases. 

Mych more could be said, but in brief: From coast to coast the 
economics of the distribution of an estimated $15 billion to $25 billion 
worth of merchandise is dependent in one way or another on the United 
States mails. 

There is another important factor in this economic picture—the 
individual user of the mails. If postage stamps cost too much he will 
be proportionately reluctant to order by mail—to send in inquiries in 
response to advertising, to mail greeting cards, and perhaps to pay 
his monthly bills. Public utilities with their millions of bills, depart- 
ment stores, retail stores, all will be unfairly burdened. 

Before the citizen user of the mail is taxed to pay the public service 
and excessive costs of the Post Office Department, the Congress should 
definitely make a statement of postal policy and then set rates—not 
have a stamp tax on the user of first-class mail to the benefit of the 
other classes, or of the general public. 

Gentlemen, all I am suggesting here today is that the Congress keep 
the horse in front of the cart: That you first establish a basic postal 
policy, at the same time giving the Post Office Department all impetus 
available toward a big-scale modernization program that will make 
the American people proud of their postal service, and then examine 
rates realistically. 

Now, if I may, I would like to get into this matter. 

As you pointed out, Mr. Paschal, I resigned from NAM and then T 
got a letter from the president, asking me not to resign, and then I 
got another letter from another man, and as a result of that exchange 
of correspondence, I wrote toa man who is the president of the Kurfees 
Paint Co., in Louisville, Ky., Mr. J. F. Kurfees, Jr., and I sent him 
the same combination of my statement before the House committee 
and my long statement to the NAM, which related to the business 
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impact, and I wrote him as courteous a letter as I could, and I received 
this letter. Could I take the time to read this? 

The Cuarrman. Yes. 

Mr. Naum (reading) : 


Mr. Nahm, I certainly appreciate the time you have taken to write me your 
very nice letter of January 6. I am always disturbed when NAM loses a member. 
On the other hand, I realize what a difficult task it is to provide policy in such a 
multiphasic way and at the same time preserve good feeling and harmony 
throughout an organization as extensive as NAM with its 22,000 members. 

You are not the only one to bear the brunt of increased postal rates. My 
company has been doing business for over 60 years, and I say modestly that 
whatever small success we have made has been due largely to our copious use 
of the mail for direct-mail literature. In our little advertising department alone 
we send out over 2 million pieces per year, and an increase in rates would be 
most devastating to my company. And yet I feel that each segment of the Gov- 
ernment should be made to stand on its own merits, at least as far as is prac- 
tical and possible. So I am one who has voted in favor of an increase in postal 
rates, even knowing the above, for I do not feel that one segment of our economy 
should be favored at the expense of all others, nor do I believe that an increase 
in postal rates over the long pull will completely demoralize my business or 
anyone’s who depends on third-class matter. I feel this way about it: The time 
has come long since when we can afford to allow our personal oxen being gored 
to interfere with the return of sane Government and a rational fiscal policy. 

IT am completing my term of office as chairman of the government economy 
committee after the board meeting next month, at which time I will make my 
last report to the board for GEC— 


and then he goes on to say— 


I am, therefore, turning all of this matter over to him and to Miss Jo Bingham, 
our committee executive, for their information after I have more carefully 
examined the contents of your correspondence. 


T emphasize that because I thanked him for this letter, said: 


Yours is the nicest letter and the most sensible letter I have ever received 
from anybody in NAM. 

I am deeply impressed by your attitude because of your statement, which inter- 
ested me, that you are such big users of the mails. Even though I may disagree 
with you, I cannot help but admire your devotion to your belief in what the 
Government should do. 


And I say: 


At least I feel I am in the presence of an open mind. 
If I did not sincerely believe that the public service aspects of the post office 
are responsible for at least 50 to 60 percent of the so-called deficit— 


then I repeat some articles— 


My feeling is that permitting the Post Office Department to raise rates is sweep- 
ing the dust under the rug. 

I do not know how much of a study you have made of the potentials for eco- 
nomical mechanization of the post office to save money. Certainly I have not 
done much of a job myself, but from what I have been told by people who have 
made a study, present rates would be more than enough if the efficiency of the 
post office was raised to anything like normal levels. 


Now, I want to read you his answer to my letter, because this is 
most important. 


Mr. Nahm, I certainly am complimented in the opening statement of your letter 
of January 16. However, I have never felt that a person should take any credit 
for his convictions. The only thing that I feel, perhaps, I did not make perfectly 
plain in my letter to you is that I, too, believe that a modernization of the Postal 
Department would result in large savings from more efficient operation. That 
should be the first step. If then, after that is accomplished, an increase in postal 
rates is necessary or required to make the Post Office Department a self-sustain- 
ing entity of the Government, then, that should also be done. So perhaps I did 
not make myself as clear as possible and wish to clear it up. 
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I appreciate your nice letter and believe that we are on the same side of the 
street. 

Thank you so much for writing me. 

Now I just want to point out to you that here is a man who started 
out going along with the NAM statement, which is in absolute hundred 
percent accord with the advances that say nothing about moderniza- 
tion, say nothing about postal policy, it is about that much of a para- 
graph, as you probably recall. 

And my experience with him is similar to the experiences I have had 
with other people. When you get them to read the whole story, and 
incidentally I sent him a summary of the Citizens Committee Report— 
remember there is a 2-page summary of that—and at the end of the 
reading of that he then says that his position is not the position stated 
in the NAM government thing. 

Now I have been going up and down, riding the trains and talking 
to people and making myself a general nuisance talking about Post 
Office rates. And it takes me about 40 minutes to talk to the average 
businessman and give him this story and if I had 30 million times 40 
minutes, I think 1 could persuade every businessman in the land that 
they should have a new point of view. 

I cite this as one example of a man who was willing to read this 
voluminous documentation that I sent him, and at the end of it, he 
comes up with a statement which is at variance with the NAM policy 
statement. 

And I think you will find some members of the chamber of com- 
merce resigning because they have studied it. You see, it is easy 
enough for a man to be conditioned in his thinking about this word 
“deficit,” “deficit,” so you can press the button on postal rates and he 
automatically consents to an increase. But that is the unfortunate 
situation those of us who are in this fight face. 

I don’t think most people realize that the post office in every city 
is the only representative of the Federal Government. For instance, 
where I live in Stamford, I don’t think there is any other representa- 
tive of the Federal Government in Stamford, and that post office must 
represent and perform the functions of every branch of the Govern- 
ment. It is a dignified building, an awfully wasteful building for 
post-office purposes—I think I discussed that in my last appearance 
before your committee, the fact that this post office is a ridiculous 
structure for post-office purposes, but certainly a handsome building, 
with an esplanade 40 feet wide and so forth, to approach it, a coli- 
seum—take that out of the record. 

I have another letter here from Marquis-Who’s Who, Inc., from the 
president, Wheeler Sammons, Jr.—I believe you received a copy of 
that letter—protesting the service he is receiving and protesting the 
conception of an increase in rates for this deplorable service. 

The Carman. Would you like to make that a part of the record ? 

Mr. Naum. I would very much like to make that a part of the 
record, because Mr. Sammons writes very well and they are a large 
user of the mail for business purposes. 
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(The letter is as follows :) 


MargQuis-WHO’s WHO., INC., 
Tue A. N. Marquis Co., 
Chicago, February 3, 1958. 
Hon. ArtHurR E. SUMMERFIELD, 
Postmaster General, Post Office Department, 
Washington, D.C. 


Dear Mr. SUMMERFIELD: I am writing direct to you because, as the head of a 
business which is a very heavy user of first-class mail and has been for decades, 
I wish to make of record with you my strong objections not only to the proposed 
increase of the first-class-mail rate to 5 cents, but as well to the atrocious service 
we have been receiving in recent years from the Post Office Department. 

In connection with the first point I should explain that in the compilation and 
publication of Who’s Who in America and our other publications, all informa- 
tion is gathered, revisions obtained, proofs presented to biographees, and sales 
of the books are made by first-class mail. I have already expressed my feelings 
in connection with the proposed rate increase to the Senate Post Office Committee. 

As for the service we have been receiving, it has been so poor that the fact 
the organization providing it should now be requesting additional funds illus- 
trates a disregard of its “customers”—the public, the biggest first-class-mail 
user of all, plus those concerns using first-class mail—which in private businesses 
would be unthinkable. Somewhat over a year ago we had an instance of a 
special-delivery letter mailed on Friday afternoon in Chicago addressed to one 
of our suppliers not over a mile and a half away, and who was open and 
operating on Saturday, but it was not delivered until Monday. I called that 
case to the attention of our postmaster. 

Now I have the other two examples which I would like to call directly to your 
attention. On Wednesday, January 22, we mailed an envelope containing news 
releases by first-class mail to the home of our eastern representative in New 
London, Conn. This envelope was not delivered until the afternoon of Monday, 
January 27. If this is the kind of service we are supposed to pay 5 cents per 
ounce for I am inclined to think we might be better off using express, or perhaps 
setting up our own courier service. 

To top it off, when our eastern representative called me the morning of 
Sunday to report the nonarrival of this important news matter, dated for re- 
lease on Tuesday, January 28, he was mailed another envelope of releases air- 
mail special delivery at 2 p. m. on Sunday, to his office in New York City. Our 
natural expectation was that this would be received by him on Monday so he 
could still distribute the releases. However, he did not receive this airmail 
special-delivery envelope until 48 hours later, the afternoon of Tuesday, January 
28, when it was too late to make any use of the material whatsoever. In the 
interim he had been forced to go to considerable expense to prepare a duplicate 
release in time to get it to the newspapers and wire services by Monday after- 
noon. Just why it should take an airmail special-delivery envelope over 48 hours 
to get from Chicago to New York, when planes now make the trip in as short a 
time as 2% hours, I certainly do not know. But I do know that I object 
violently to being asked to pay rates possibly as high as 10 cents per ounce for 
airmail, and the already exorbitant fee of 30 cents for special delivery, when 
this is the kind of service we have been getting, and I feel may expect to get. 

Under the circumstances I do not believe it would be untoward for an organ- 
ization using first-class mail to the extent we do to suspect that some of the poor 
Service we are now getting amounts almost to a “pressure tactic” to obtain the 
higher rates, carrying with it the implication that once the increases are granted 
the service will improve. I certainly hope this is not the case, but I for one will 
continue to be suspicious until I see some tangible improvement in the service 
and some reasonable approach to the whole matter of postal rates and the 
handling of mail. 

Sincerely yours, 


WHEELER SAMMONS, Jr., 
Associate Publisher. 
Mr. Naum. Incidentally, we are making a survey in our association 
of all the States; we have written to the governors of all the States and 
of 31 representative cities, not the biggest cities, to get this information 
about the impact of postal-rate increases on the city and State budgets 
and unfortunately it was one of those things we thought of too late. 
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It was a good idea, but we didn’t think of it soon enough, and I have 
just these two typical letters, and also a letter from Mr. Corning, 
the mayor of Albany, saying he was going to have the comptroller 
send me that information. 

Within the next several weeks I hope to have a considerable docu- 
mendation of the impact of these rate increases on the States and 
typical cities. 

The Cuairman. We certainly thank you for coming here this morn- 
ing and giving us this information. We appreciate your giving us 
your time. 

Mr. Naum. Thank you very much for giving me this time for pre- 
senting our story. I know it isa story you have heard many times. 

The CHairman. The committee will meet Tuesday morning, at 
10: 30. 

(Whereupon, at 11:30 a. m. the subcommittee adjourned, to recon- 
vene at 10: 30 a. m. Tuesday, February 11, 1958.) 
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TUESDAY, FEBRUARY 11, 1958 


UnitTep States SENATE, 
ComMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
SUBCOMMITTEE ON PostaL Rates, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
Room 135, Senate Office Building, Hon. Olin D. Johnston (chairman 
of the committee), presiding. 

Present: Senators Johnston, Neuberger, Yarborough, and Carl- 
son. 

Also present: Senator Case; William Brawley, executive director ; 
and Frank A. Paschal, professional staff member. 

The CuatrMan. The committee will come to order. 

I notice we have Senator Case with us this morning. Senator, we 
miss you on the committee. 

Senator Case. Thank you, Mr. Chairman. And may I express my 
appreciation to the committee and to the staff for arranging to make 
it possible for me to present the witnesses on behalf of my bill S. 1916 
at this most convenient time to us. 

(S. 1916 is as follows:) 


{[S. 1916, 85th Cong., 1st sess.] 


A BILL To amend the Act of March 3, 1879, with respect to the admission to the mails as 
second class matter of issues of publications having substantial binding 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the third clause of section 14 of the Act 
of March 3, 1879, as amended (39 U. 8. C. 226), is amended to read as follows: 

“Third. It must be formed of printed paper sheets, without board, cloth, leather, 
or other substantial binding, such as distinguish printed books for preservation 
from periodical publications: Provided, That publications produced by the stencil, 
mimeograph, or hectograph process or in imitation of typewriting shall not be 
regarded as printed within the meaning of this clause: And provided further, 
That no issue of a publication shall be denied admission to the second class on 
the ground that it has such a board, cloth, leather, or other substantial binding 
if (1) each copy of such issue (A) is not over three-fourths of an ineh thick 
(outside dimensions including the covers), and (B) contains, among other 
material, a variety of original articles by different authors, and less than half 
of its pages (excluding the covers) contain textual material reprinted or con- 
densed from books, and (2) an affidavit by the publisher, editor, or if such 
publication is published by a corporation, by an officer of such corporation, 
identifying the nature of the content of each page, is submitted in accordance 
with regulations of the Postmaster General in connection with the mailing of 
each such issue.” 

Sec. 2. The amendment made by the first section of this Act shall take effect 
on the first day of the second calendar month following the date of enactment 
of this Act. 


Senator Case. Mr. Chairman, this bill which I introduced last 
April at the request of the American Heritage, a bimonthly periodical 
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published by American Heritage Publishing Co., of New York, is 
designed to accomplish a very simple, but from the standpoint of the 
American Heritage, a very important change in the postal laws. It 
would, in effect, permit the magazine which this publisher publishes 
to have the advantage of second-class mailing privileges despite the 
fact that it has a hard cover. 

That is the essence of the purpose of the bill. It will be explained 
in more detail by the two witnesses who have appeared here from 
American Heritage, and, if. 1 may, Mr. Chairman, I should like to 
present them briefly and let them carry on. 

The Cuarrman. You may proceed as you see fit. 

Senator Casg. The two witnesses are Dr. Allan Nevins, who is so 
well known that I am sure he need not be introduced beyond stating 
the fact. that he has for many years been professor of history at Co- 
lumbia and a most distinguished American historian. Dr. Nevins is 
head of the advisory committee for this magazine, Also, Mr. James 
Parton, the publisher of the magazine, who has had a long and dis- 
tinguished career in various kinds of publishing in the United States, 
both periodical and newspaper. 

Dr. Nevins, I think, would like to make a brief general statement 
first and then to have the bulk of the presentation carried on by Mr. 
Parton. 

The Cuarrman. You may proceed in that manner. 

Dr. Nevins. Thank you, Senator Case and Senator Johnston. 


STATEMENT OF DR, ALLAN NEVINS, CHAIRMAN OF THE ADVISORY 
BOARD OF AMERICAN HERITAGE 


Dr. Nevins. Mr. Chairman, Senators, my statement will be brief 
and will be addressed to an account of the origin, development, and 
purposes of American Heritage in an effort to establish the fact, first, 
that it has always been regarded as a magazine and, second, that it has 
been planned as a magazine with large public objects in view. 

Let me, therefore, very briefly run over its history. 

In the late 1930’s, a considerable number of historians in this coun- 
try became discontented with the manner in which history was being 
offered to the American public. We believed that it would be impor- 
tant to establish a general and popular magazine of history for two 

urposes: First, to educate Americans in history, especially our own 
uistory, by making it available in accurate and yet attractive form, 
scholarly in quality, yet artistic and graphic in ie 

Second, to educate our historical writers in skillful, effective writ- 
ing, and to train a larger number of historical writers to do what 
Douglas Freeman, Claude G. Bowers, James Truslow Adams, Carl 
Van Doren, and Marquis James, for example, had done, to make his- 
tory highly readable. So, late in the 1930's, in 1939 to be exact, we 
established for this purpose an organization called the Society of 
American Historians. It was intended as an amalgam of academic 
historians and of general popular writers on history. 

The first officers were Mr. Douglas Freeman, of Richmond, as 
resident and James Phinney Baxter, Jr., the head of Williams Col- 
ege, as vice president. The projectors of the society included a 

number of eminent men of letters like Carl Sandburg Van Wyck 








POSTAL RATES 359 


Brooks, along with a number of journalists like Henry Seidel Candby 
and Frederick Lewis Allen, the editor of Harper’s, and Mr. Walter 
Lippman along with a number of academic leaders such as Guy 
Stanton Ford, the president of the University of Minnesota and within 
recent years who had become secretary of the American Historical 
Association, and Mr. Carl Becker. 

Having established the society we recruited it to a membership of 
about 500 authors and scholars, again drawing on the world of jour- 
nalism, free-lance authorship, and the academic field, and we set 
about raising money. 

In this etfort to establish a general magazine of history, primarily 
editorial in nature, we had the support of a number of distimguished 
political figures. 

Mr. Eisenhower, then president of Columbia, contributed a sub- 
stantial sum of money and made a public statement that the anxious 
nature of the times rendered it more important than ever that such 
2% magazine should be established. Adlai Stevenson gave us a great, 
deal of advice and contributed a sum of money. Senator Clinton 
Anderson, Gen. William J. Donovan, a number of others also assisted ; 
Judge Learned Hand, for example, Justice Robert Jackson. 

At the same time, we established a following among authors of 
repute. Such men as Kenneth Roberts, Ben Ames Williams, John P. 
Marquand, John Dos Passos rallied to the enterprise which was always 
described as an attempt to establish a broad, general magazine of 
history. 

We obtained the assistance of some distinguished publishers, such 
as Marshall Field, Henry Luce, Charles Scribner, Gardner Cowles, 
and Arthur Hayes Sulzberger, who acted not directly but through 
Mrs. Sulzberger. We raised a sum of money for testing the possi- 
bilities of such a magazine and we established, by a campaign which 
cost us about $50,000, that there would be a warm response for a 
magazine of the sort that we projected and we began to investigate 
various methods of presenting such a magazine to the public. 

It must be illustrated, very attractive, it must contain certain types 
of articles, it must be in a format, if possible, that would be thor- 
oughly durable, and we finally decided that the best format would be 
as we described it in our printed circulars, a periodical bound in hard 
covers, fully illustrated, appearing every 2 months, without advertis- 
ing, which our tests determined could pay for itself when it reached 
50,000 or 60,000 subscribers. It was of critical importance to us, I 
think, to discover the fact that the hard covers anaa be of a special 
utility in such a magazine. It was to be a magazine, yet a hard-cover 
magazine. 

We were repeatedly assured by experts in the magazine field that to 
establish a soft cover magazine of this character we would require a 
fund of at least $750,000 and preferably a good deal more. But we 
were also assured by various experienced men that we could establish 
such a magazine for much less money on another basis and that the 
hard cover idea would be of a special value in this respect, that it 
would give the magazine a certain novelty of appeal, it would give it 
complete durability, it would enable us to seek subscribers at a cost 
level that would afford a somewhat higher margin of profit than a soft 
cover magazine could establish. 
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Then in 1954—we had moved slowly because the war interrupted all 
efforts—in 1954 all the factors necessary for the establishment of the 
magazine appeared. In the first place Mr. Parton, here on my right— 
that was the most important factor of all—came on the scene with an 
experienced staff of magazine executives. In the second place, the 
society we had established allied itself with another society, the Amer- 
ican Association of State and Local History which had already estab- 
lished a magazine in soft covers which had a somewhat anemic exist- 
ence. That alliance made 1 strong organization out of 2 weak organ- 
izations. 

And in the third place we obtained the services of Mr. Bruce Catton 
as editor; and in the fourth place raising a very small sum of money, 
about $64,000, we set out on the basis that had been outlined for us m 
part. 

So, the magazine came into existence; we had always regarded it as 
a magazine. We still regarded it as a magazine. Various foreign 

riodicals had appeared in hard covers as magazines. A conspicuous 
instance was the English magazine called the Round Table, which for a 
long time was the organ of the association devoted to the purposes of 
the British Commonwealth of Nations. It circulated all over the 
world. 

Our magazine began publication in hard covers in December 1954. 
We had maintained our original purposes, appealing to a broad pub- 
lic, trying to educate the American people in history, trying to educate 
American historical writers in a more effective presentation of history, 
trying to erase somewhat the line between the journalistic and general 
presentation of history and the academic presentation of history, and 
we were not astonished, I think, when the magazine American Herit- 
age met the large and favorable reception which it did meet. It was 
at once greeted as a remarkable innovation in the field of periodicals. 

We have now attained a circulation of nearly, if not quite, 
300,000-—— 

The Cuarrman. Does that figure represent paid subscribers ? 

Dr. Nevrns. Paid subscribers. Every issue, we think, is read 
through and through in a way in which few magazines are read. It 
can be put on library shelves without rebinding and we have, by tests, 
ascertained that about 92 percent—is that not the right figure ¢ 

Mr. Parton. Ninety-six. 

Dr. Nevins. Ninety-six percent of the subscribers to the maga- 
zine permanently preserve it and reread it, hand it down in the 
family for rereading. We have found that it appeals to readers of all 
ages from the 12-year-old just about to enter high school to the man 
of 60 or 75. We have succeeded, we think, in bringing academic 
writers of history into alliance with journalists and general authors. 
For example, we are able to present an article on the Battle of New 
Orleans by C. S. Forester, the very well known novelist. We are 
able to present an article on Columbus by Samuel Eliot Morrison, 
former professor at Harvard University. We are able to present an 
article by William Brandon on the Mountain Men. 

We are able to present material on the Puritans in Massachusetts by 
Perry Miller, of Harvard University. We are able to present an 
article on constitutional interpretation by Professor Commanger of 
Columbia or an article on Old Virginia by one of the Princeton 
historians. 
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And we are able, also, to present articles by Van Wyck Brooks, 
Carl Sandburg, and others. We are able to reach out into the field of 
eneral affairs, and we had a very interesting article by Vice Adm. 
Vilson Brown, the naval aide to four Presidents. We had a very in- 
teresting article by Governor McKeldin on Washington’s resignation 
of his commission. 

We have published biographical articles on Alexander Hamilton, on 
George Washington, on Daniel Webster, on Stephen A. Douglas, on 
William McKinley, on Benjamin Franklin. Indeed, we have covered 
the whole field of American history and we think we have covered 
it with a freshness and a graphic quality which has made American 
history more acceptable than ever before to a broad reading poe ne 

The range of the magazine has been from LaSalle’s exploration of 
the Mississippi to the story of the birth of the radio and broadcasting 
industry as told by active participants in that process, including 
ex-President Hoover. 

And throughout this period, writers, professors of history, and the 
general public have unanimously, we believe, regarded this as a maga- 
zine, a periodical of history. Indeed, when we first began our publi- 
cation we were described as “a” magazine of history ; now we are happy 
to find that a great many periodicals describe us as “the” magazine 
of history. 

Thank you, sir. 

The Cuatrman. Thank you, Dr. Nevins. 

Dr. Nevins. Mr. Parton will speak on the economic and technical 
aspects of this subject. 

The Cuairman. How many concerns similar to yours would come 
in under this amendment? Mr. Parton, would you care to answer 
that? Please identify yourself for the record. 


STATEMENT OF JAMES PARTON, PUBLISHER, AMERICAN HER- 
ITAGE, AND PRESIDENT OF AMERICAN HERITAGE PUBLISHING 
CO., INC. 


Mr. Parton. I am James Parton, president of American Heritage 
Publishing Co., Inc. 

At present I think there is none in existence in this country. I 
think we are the only hard cover periodical. It is conceivable, of 
course, that other publications, other magazines could adopt a hard 
cover. At this point I don’t know of any that do. 

The CuatrMan. I have a letter here from the Postmaster General. 
The Post Office Department opposes the bill for fear that others would 
meet this qualification and come in under it. 

Mr. Parton. Yes, I have seen that letter, sir. 

The Cuarrman. You have? 

Mr. Parton. And my remarks are more or less directed toward 
meeting their point. May I proceed with my part of it? 

The Cuarman. Yes; go right ahead. I just wanted you to know 
the Departiment’s position. 

Mr. Parron. American Heritage, as you all know, now has a hard 
eover. Previously, for 4 years it was published as a soft-covered 
pamphlet, looking much the same on the outside and the inside. At 
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that time, it had a second-class entry. In other words, the post office 
did regard it as a magazine and it paid the postal rate. Our present 
contention is a very simple one based on three points. First, that 
American Heritage still is a magazine in the fullest sense of the word 
and still should get the periodical rate. Secondly, the only thing that 
stands in the way is a technical provision of the law which has the 
effect of defining anything with a hard cover as a book and providing 
that anything with a hard cover cannot be a periodical. 

Our third contention is that this is an obsolete technicality which 
no longer has any reality. 

The plain fact of the matter is that the hardness of a publication’s 
cover is no longer an adequate test of whether it is a book or a 

Publication statistics are rather hard to come by but the American 
Book Publishers Council has done a study which shows that approxi- 
mately 381 million books for adults were sold in this country in 1956. 

The CuatrmMan. Does American Heritage carry any advertisements? 

Mr. Parton. No, sir. Of these, 252 million, or 63 percent, were 
paperback books. 

Now, I have two examples here. Here is a typical paperback book, 
Dylan Thomas in America, selling for $1.45. Here is another one, put 
out by Doubleday, Challenge of the Sputniks, selling for $1.50. Here 
is a third, Perspectives, U. S. A.; but this is a magazine, and it carries 
on the inside the fact that it is entered as second-class matter at the 
post office in Brooklyn; it is put out 4 times a year; it is a magazine, 
but it looks just like a paperback book. 

Now, we contend that just as it is perfectly logical for books now 
to use soft covers, so it is functional and proper for certain magazines 
to use hard covers. Many magazines have content of great impor- 
tance well worthy of preservation and having a stiff cover makes 
preservation easy. 

Most. magazines, Life, for example, will sell their readers looseleaf 
binders for preservation of the copies. We have pioneered in actually 
putting a stiff cover on the magazine itself as a means of making 

oreservation easy for our readers. We did this because American 
Herida after all, has a subject matter which is particularly appro- 
priate for preservation. 

In these times of peril it is particularly important that people in 
this country understand the history of our land, how we got to where 
we are. They need to keep history fresh in their minds and handy 
on their shelves. Now, this is a point that has been made by literally 
hundreds and hundreds of commentators about American Heritage. 
Let me just quote one. 

The World Telegram and Sun, in New York, said: 

American Heritage is exactly the sort of publication we need to renew our 


faith in America. Copies should be kept in every home, school, and library in 
the United States if we wish to counter trends which could destroy our Nation. 


I could show you hundreds of comments like that from all over the 
country. 

Our readers tell us the same thing. We are constantly receiving 
letters from our subscribers saying they want the magazine for their 
children, that it is an heirloom library and they wish to have it handy. 
There is such a demand for back copies that our first issue now has a 
price of $75 a copy in collectors’ channels and we have just gone back 
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to press with our entire first year to supply this demand for filling 
out the set. 

Perhaps the most dramatic evidence of the importance of this aspect 
is the figure that we got from a markét research survey showing that 
96 percent of our subscribers have kept all their copies. 

When in 1954 we wrote to the 10,000 subscribers who used to pay 
$3 a year for the old soft-covered quarterly American Heritage, we 
asked them to pay us $8 a year the first year and $10 a year thereafter 
for the same magazine expanded and with a hard cover and appearing 
bimonthly, or 6 times a year. 

Senator Cartson. Is that the present subcription rate ? 

Mr. Parron. Ten dollars is the 1-year charter subscription rate; the 
regular annual subscription rate is $12.50. Well, 80 percent of those 
10,000 people accepted that offer and 80 percent have stayed with us 
since, showing, I think, that they believe that the hard cover is worth 
paying for in this instance, anyway. 

So, the hard cover is of service to our readers and it is not a dis- 
service to the Post Office. The existence of the cover does not in any 
sense add to the Post Office’s burden or expense since the mailing 
carton and dimensions of American Heritage are identical with many 
other magazines and I have some exhibits here to show you that. 

Now, here is American Heritage in its carton. It costs us 12 cents a 
copy to mail at'the book rate. Weight is 1 pound 8 ounces. 

Senator Cartson. That is the point I want to get at. As I under- 
stand, you are mailing them at the book rate, 8 cents the first, 4 cents 
each additional. 

Mr. Parron. Actually, it is 4 cents the second pound. So we pay 
12 cents a copy. 

It is all editorial content, there is no advertising. It costs 12 cents 
a copy to mail. 

Well, now here is another magazine, also in the carton, called Ideal. 
It also has no advertising ; it does not have a stiff cover. It has a circu- 
lation of 600,000, twice ours; it weighs 1 pound, and it goes through 
the mails at 1.95 cents, 

And here is a third, Art News, which at Christmas time puts out 
2 parts of its publication, 1 like so and 1 like so, weighing 2 pounds 
and 12 ounces and carrying some advertising, and it pays 6.8 cents 
a copy; in other words, about half ours. 

So here are 2 magazines like American Heritage mailed in car- 
tons, 1 of them much bigger, and yet mailed at lower rates. 

Then similarly, 1 have some other exhibits here of other magazines. 
Chemical Engineering, this issue of which weighs 2 pounds 5 ounces, 
it is two-thirds advertising, one-third editorial and it goes at 7.6 cents. 

Here is Connoisseur which is an art type of magazine, mostly edi- 
torial, but it has some advertising, weights 1 pound 7 ounces and 
goes at 4.2 cents. 

Fortune has twice as much advertising as editorial pages, weights 
1 pound 12 ounces, almost exactly the same as us, goes at 5.7 cents, 

The Atlantic Monthly, some advertising, about 33 pages out of 
140, goes at 1.89 cents. 

Yachting weighs 2 pounds 5 ounces, has about 50-pereent adver- 
tising and goes at 6.8 cents. 

Reader’s Digest being small weighs only 7 ounces, has a great deal 
of advertising, goes at 1.01 cents. 
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Here we have a publication, Playboy, which weighs 8 ounces, has 
72 pages of which 17 are advertising, and goes for 1.16 cents. 

And finally we have Confidential which weights 4 ounces and goes 
for sixth-tenths of a cent. 

We are not asking for a special favor. We don’t want a special 
rate, we just want the periodical rate. We don’t want to be treated 
any better than Playboy. We would like to be treated the same way. 

Senator Neusercer. You mean in regard to mailing privileges? 
{ Laughter. | 

Mr. Parron. We submit that American Heritage is a magazine, 
it has all the characteristics of a magazine, variety of content, 14 
articles in each issue, most of which are written especially for us. 
The issues are dated and numbered consecutively ; it has a regular list 
of subscribers; and it is devoted to a high public purpose of providing 
basic information of authentic caliber. 

We are regarded as a magazine by the press. The Houston Post, 
for example, has said American Heritage is “just the kind of publi- 
cation we need to renew our faith in America. It fills a basie pub- 
lic need and copies of this magazine should be in every house.” They 
call it a magazine. I have here a 106-page listing of literally hun- 
dreds of newspapers all over the country which referred to American 
Heritage as a magazine. Almost every paper you can think of has. 
The Copyright Office has declared that we can only be copyrighted 
as a magazine. The Library of Congress files us on its filing cards 
under periodicals. The excise-tax people of New York City tax us 
as a periodical. We are indexed regularly in the Readers Guide to 
Periodical Literature. It is a virtually unanimous verdict that we 
are a magazine and the only contrary voice is based on a 79-year-old 
law with a technicality which we submit is no longer pertinent. 

And so we respectfully request that this technicality be changed to 
give American Heritage the benefit of the periodical rate in the spirit 
with which Congress created that rate in 1782. 

Thank you. 

The Cuarrman. Now, let me ask you 2 or 3 questions. How long 
has this magazine been in existence? 

Mr. Parton. In this soft-cover format it began in 1949. 

The Cuatrrman. When did you change to the hard cover? 

Mr. Parton. In December 1954. 

The CuHarrman. Did you find that your subscriptions increased or 
decreased when you bound it? 

Mr. Parton. It increased immediately. The highest circulation of 
the old quarterly magazine on the $3 a year was around 12,000 sub- 
scribers; our first issue was 80,000. 

The CuHarrman. How many subscribers did you have in 19544 

Mr. Parron. The first issue, December of 1954, and we started off— 
we printed 80,000 copies. We sold them all immediately, of which the 
12,000 went to the book stores, the balance were subscribers. 

The Cuatrman, How many did you publish in 1955? 

Mr. Parron. The print order rose with virtually every issue, getting 
up to over a hundred thousand that year. In 1956 our subscription list 
rose to 200,000. As of the end of 1957 we rose to 300,000; our print 
order for the February issue, out this month, is 335,000. We incurred 
substantial deficits in our 1955 and 1956 fiseal years and showed only 
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a very modest profit from the magazine operations in our 1957 fiscal 
year. 

* The Caamman. What was your total postage bill in 1957? We can 
compute the others according to that. 

Mr. Parron. The eoetenistell for delivering the magazine is around 

$370,000. I beg your pardon, at the 300,000 subscript ion rate on an 
annual basis it would be $216,000 per year. 

The Cuatrman. $216,000. 

Mr. Parton. Yes. That i is $36,000 per issue. 

At the second-class rate the cost would be $8,775 per issue or $52,650 
per year, a difference of $163,000. 

The Caiman. If you changed it from the way you are mailing it 
at the present and put it in second class you would save about 60 per- 
cent ; isn’t that right ? 

Mr. Parton. Yes, sir. 

Senator Neusercer. More than that. 

The CHarrman. You drop from 12 down to about 44%. It would 
be about 414. I was going by another magazine here. You have one 
here that is 1 and 7 ounces; yours is 1 and 8 ounces and it is 4.21 cents. 

Mr. Parton. They have some advertising, sir. And, of course, we 
are purely editorial and the advertising varies by zone, you know. 

The Cuairman. That is true, too. 

You would drop more than that, then, yours would probably be 
somewhere ania 3 cents. Take Ideals—now, it has no advertising. 
It is 1.95 cents for 1 pound. So you can figure pretty well on that 
rate. 

Mr. Parton. Well, that is right, we weigh more than that, and 
some of our issues weigh more than others. 

The Cuarmman. Around 3 cents, three and a quarter. 

Mr. Parton. You appreciate, of course, that we now zone American 
Heritage, deliver it to the post office, bundled by town, just as any 
magazine does, so that it is exactly the same procedure as is used by 
all these magazines. 

The Cratrman. In other words, you would pay about one-fourth 
of your present postage if you were in second class, 

Mr. Parron. Yes, sir. 

Mr. Brawl ry. That 3 is a very interesting point. You say that you 
zone “our Magazines 

Mr. Parton. Oh, yes, we group our stencils by town and State, the 
post office requires us to. And we deliver for example, all the copies 
for New Jersey at once, all the copies for each town in New Jersey 
are grouped in stacks. This is done by all magazines. 

Mr. Brawtey. That is not so with other magazines; I think you 
perform a service that many other magazines do not. 

Mr. Benson. Books are not required to be filed by what we call 
geographical and alphabetical by town, we do it because the post 
office in New York requested us to. 

Mr. Brawiey. You perform a service that many other cheaper 

rate magazines do not perform for the post office. 

Mr, Parron. Well, ovr whole procedure is like a magazine pro- 
cedure, annual renewal rate, we keep stencil plates and we ‘break them 
down geographically so that people in Mahwah, N.J., are all grouped 
under Mahwah, N. J. In other words, everything the post office does 
for us is what it does for a magazine. If we were to put a soft cover 
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on American Heritage and put it out in the same carton, it would not 
change the postal economics one bit. It wouldn’t save the Depart- 
ment any money unless the weight were less. But that would then 
qualify us for the periodical rate just as Ideals is now qualified. 

The CHarrMan. you have any questions, Senator Carlson ? 

Senator Cartson. No questions. 

The Cuatrman. Do you have any questions, Senator Neuberger / 

Senator Neusercer. Just one question I would like to ask because 
I regard this as a fairly important point. 

Mr. Parton, supposing you returned, let us say, to the former soft 
cover which you had ‘onl then somehow your printers design a mail- 
ing carton which could later on be fastened to your magazine to form 
some kind of a permanent cover, then you would qualify, wouldn’t 
you, for the second-class mailing rate ? ; 

Mr. Parton. Yes, sir. 

Senator Nevupercer. In other words, merely the fact that you have 
a hard cover which is attached or bound to the editorial content dis- 
qualifies you? 

Mr. Parton. That is right. 

Senator Neusercer. In other words, if I am not mistaken, I think 
this is a fairly important point on this, that you could use a hard 
mailing carton made of cardboard or some other kind of hard ma- 
terial and if somehow that then could be bound in with rings, fas- 
teners, or staples or something like that to form a hard cover on the 
magazine you still would qualify then for the second-class mailing 
rate ? 

Mr. Parton. That is right. 

Senator Neupercer. It is merely the fact that you have a hard 
cover that is attached to the editorial content that presently disquali- 
fies you ? 

Mr. Parton. That is correct. 

The Cuammay. I notice how you have this book made up, you use 
one sheet to paste on the backs on each side. That being so, you could 
just detach this and have it so that they could glue it onto the back, 
send the backs in the package to form the outer sheet like they do to 
protect it and you me get by under the law at the present time. 

Mr. Parton. I suppose that is true. I don’t think the readers 
would cooperate with it. 

The Cuarrman. But the ones that wanted to save it could save 
it? 

Mr. Parton. That is right. 

Senator Neusprerr. Isn’t it also true with respect to the letter that 
came from the Department where they said this would open the door, 
the only way that any other publishing firm could in effect take ad- 
vantage of this would be to put out in every respect a bona fide maga- 
zine ; in other words, they couldn’t qualify with a book, it would have 
to be a magazine which would have separate articles, separate fea- 
tures which would satisfy the legal description of a magazine, isn’t 
that true? 

Mr. Parton. They would have to be dated, issued in sequence, have 
a regular list of subscribers, original material, and then, the way the 
proposed amendment reads, it would be limited as to thickness. The 
post office has no difficulty in determining which of these [demonstrat- 
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ing| is a book and which is a magazine, though they all have soft 
covers, and we, therefore, feel that the hard-cover test is no longer a 
valid one and that the essence of a magazine is determined by more than 
its binding. 

Mr. Minow. Mr. Chairman, at the time the present law was intro- 
duced, the purpose of the law was to distinguish between books and 
magazines. The growth in soft-cover books is a relatively recent de- 
velopment. That is why we are arguing that the law has lost touch 
with the technological advance in the publishing industry. 

Senator Neusercer. Mr. Brawley has called to my attention here 
in the code of the postal service where magazines are described that 
there are four different descriptions and that the only one under which 
American Heritage cannot qualify is the third, under which it says 
that it must be of— 
printed paper sheets without board, cloth, cover, or other substantial binding. 


With the sole exception of that, the American Heritage satisfies every 
qualification for a legal description of a magazine. 

Senator Carson. I think Dr. Nevins and Mr. Parton made a good 
case here this morning. 

Senator Nreupercer. I certainly do. 

The CHarrman. Senator Yarborough, do you have any questions ? 

Senator YarsoroucH. No questions, Mr. Chairman. 

The Cuatmrman. Senator Case, we are very happy to hear from 
you at this time. 


STATEMENT OF HON. CLIFFORD CASE, A UNITED STATES SENATOR 
FROM THE STATE OF NEW JERSEY 


Senator Casr. Thank you. I have been very interested in this as a 
Member of the Senate and former member of the committee and spon- 
sor of the bill. The only other point I thought might be added is en- 
tirely by way of suggestion for the committee in its wisdom to adopt 
or not. Iam sure there would be no objection on the part of the people 
from the magazine. I know there would be none from my own. 

If the committee, feeling this desirable, should decide not to recom- 
mend it as a separate bill, but to incorporate it in more general legis- 
lation which might be adopted, any procedure that the committee 
wanted to follow would be quite all right with us, I am sure. 

The Cuarrman. We certainly thank you for your confidence. 

No decision has been reached as yet. We must discuss it first in 
executive session. 

Thank you again for your appearance, Senator Case. 

Our next witness is Mr. Fdward L. Baker, president of the Na- 
tional Association of Postmasters. 

Mr. Baker, please identify yourself for the record. 


STATEMENT OF EDWARD L. BAKER, PRESIDENT OF THE NATIONAL 
ASSOCIATION OF POSTMASTERS OF THE UNITED STATES, AND 
POSTMASTER AT DETROIT, MICH. 


_ Mr. Baxer. Mr. Chairman and members of the committee, my name 
is Edward L. Baker. I am president of the National Association of 
Postmasters, and postmaster of Detroit, Mich. 
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I would like to begin this short statement by expressing my grati- 
tude and that of my colleagues at being permitted this opportunity to 
testify before this committee, which has done so much for postmasters 
and for the postal service. 

It is my opinion, and the opinion of the 34,000 postmasters of our 
association, that the rate on first-class letters should be raised a full 2 
cents, to 5 cents a letter. 

The CHatrMan. By the way, I think it would be well for you to - 
nr the gentlemen associated with you, so that we will know 
them. 

Mr. Baxer. All right. I am very happy to identify the gentleman 
on my left here as Mr. Lewis E. Moore, the postmaster at Nashville, 
Tenn., and the chairman of our legislative committee. 

The gentleman on his left is the postmaster at Washington, D. C., 
Mr. Roy North, who is retiring soon from the postal service and whom 
we hope to save as a member of our Washington staff. 

The gentleman on his left is Mr. Charles Puskar, the executive 
secretary-treasurer of our association, sir. 

The Cuarrman. Thank you. 

Senator Cartson. Mr. Chairman, checking this list of witnesses, 
I believe these men are all going to testify. Is that right? 

The CHarrman, Yes. 

Mr. Baxer. Our testimony is very, very short here. We just have 
2 or 3 minutes of testimony each here. 

The Cuatrman. Good. Proceed as you see fit. 

Mr. Baxer. Well, sir, it is my opinion, and the opinion of the 
34,000 postmasters of our association, that the rate on first-class 
letters should be raised a full 2 cents, to 5 cents a letter. 

We are operating the post offices of the Nation at a huge and in- 
creasing deficit of almost three-quarters of a billion dollars a year. 
With the badly needed pay increase—which we sincerely hope will be 
forthcoming during this session—that deficit will come close to $900 
million a year. Next year, it could well pass the billion-dollar mark. 

Our membership believes that this deficit, unique among all the na- 
tions of the free world, is the direct result of the fact that our postage 
rates are the lowest among all the major nations of the free world. 
Our membership also feels that, in a time of international stress, a 
huge postal deficit created by too-low rates is a luxury we cannot 
afford. We also feel that our patrons are ready to pay the cost of 
delivering their mail. 

The proposed split-level 4- and 5-cent rate is better than only a 
4-cent rate but, in our opinion, it would not go far enough. A 4-cent 
rate would produce only about $500 million of added revenue. It is 
estimated that this split-level rate would generate an additional $700 
million of postal revenue. 

However, a flat 5-cent rate would produce $800 million of addi- 
tional revenue, and would eliminate a great many administrative 
problems which would be caused by the split-level rate. 

We feel that, by and large, the citizens of our communities would 
prefer to pay a 5-cent rate for all first-class letters, rather than to 
worry about having their letters delayed through postage-due de- 
livery because of mistakes in estimating the boundaries between local 
or out-of-town areas of delivery. 
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In short, Mr. Chairman, we feel that the first-class postage rate 
increase is long overdue—as are the proposed increases in the other 
classes of mail. 

We feel that a 4-cent rate will fall far short of doing the necessary 


ob. 

We feel that a split-level 4- and 5-cent rate, while much better than 
a 4-cent rate, would be complicated and expensive to administer 
efficiently, and would also fall short of doing the job financially. 

That is why we are advocating a flat 5-cent rate, which will bring 
in about $800 million worth of badly needed additional revenues to 
the Treasury and which will bring the postal deficit down to man- 
ageable proportions. 

And now, Mr. Chairman, Mr. Moore, our legislative chairman of 
our National Association of Postmasters has some remarks he would 
hke to add to this. 

However, again I want to thank you for the privilege of testifying 
before your committee this morning. 

The CHairman. Mr. Moore, would you care to testify next? 


STATEMENT OF LEWIS E. MOORE, CHAIRMAN OF THE LEGISLATIVE 
COMMITTEE OF THE NATIONAL ASSOCIATION OF POSTMASTERS 
OF THE UNITED STATES AND POSTMASTER AT NASHVILLE, TENN. 


Mr. Moore. Mr. Chairman, as you have already heard my name 
is Lewis E. Moore and I am the postmaster at Nashville, Tenn. Iam 
also the chairman of the legislative committee of the National Asso- 
ciation of Postmasters. 

May I say that I, too, thank you for the privilege of having the 
i: anbinaped to appear before you this morning. 

ivery one of us who know anything about the postal service, I be- 
lieve, agree that the service, despite all of our efforts, falls short of the 
standards that we would like to meet. 

This is no one person’s fault. It is the result of many causes. 

The prinepal cause, Mr. Chairman, as you have so often stated and 
as you have so ably written, is the obsolete physical plant in which 
the postal service over the country must operate. 

I think you have done a marvelous job in bringing that to the atten- 
tion of the people. 

As you so well know, Congress has not been able to appropriate any 
money for building new Gavicsiisiitedienst postal facilities since 
1938, and, since that time our volume of mail has doubled. 

No one can blame Congress for this. It would be difficult indeed to 
justify to the people of this country enormous appropriations for 
improving the facilities of an operation that is losing three-fourths of 
a billion dollars a year. But the fact remains that the average postal 
facility in this country is almost half a century old, and we cannot 
give 20th century service out of 19th century postal facilities. 

I also feel that everyone agrees that, with the present state of inter- 
national tension and the closeness of the national debt to the debt ceil- 
ing, the Treasury of the United States is in need of additional reve- 
nues. 

I and my colleagues feel that if you were to raise the rate on first 
class mail by 2 cents—and earmark 1 of those 2 pennies for the mod- 
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ernization of our postal facilities and the improvement of the serv- 
ice—the public reaction would be universally favorable. 

This would have the dual effect of producing additional revenue 
for the Treasury and of enabling us all to give the people we serve the 
kind of service they have a right to expect. 

In our opinion, Mr. Chairman and members of the committee, the 
proposed split-level 4- and 5-cent rate will not serve the purpose. As 
you have heard, we feel it would not produce the revenues expected ; 
?t would place an unnecessary burden on the average user and it would 
create an administrative problem in the area of postage-due letters 
which would be disproportionate to the good that it would accom- 

lish. 

P Mr. Chairman and members of the committee, we feel that this 
is no time for half measures, particularly half measures that will 
create confusion both among our patrons and within our post offices. 
We also feel that the citizens of our communities want a modern 
postal service as well as the strongest: national defense that money 
can buy and brains can produce. If these desirable ends mean they 
must pay 5 cents for all their first-class letters, we feel they would 
gladly pay the extra 2 cents in order to achieve them. 

And, Mr. Chairman, if it is permissible, could I insert into the 
record and leave them with you a telegram received from the Los 
Angeles County, Calif., Association of Postmasters and also a reso- 
lution passed by Kansas, Nebraska, and Oklahoma postmasters at a 
recent meeting at which they had 859 postmasters present? I would 
like to insert, those in the record. 

The Cuamman. They will become a part of the record. 

(The documents are as follows. ) 


Srerra Mapre, Cautr., February 10, 1958. 
Hon. Lewis BE. Moore, 


Washington, D. C. 


When you testify tomorrow concerning increases in postal rates and salaries 
please convey to the committee this association’s wholehearted support of the 
National Association of Postmasters of the United States proposals for a 
straight 5-cent rate on first-class mail and a 10 percent across-the-board salary 
increase. It is our sincere hope that this Congress will reverse the trend of 
“too little too late” which has caused the present postal dilemma and that we 
may have the necessary money for the men, facilities, and equipment to pro- 
vide the type of mail service which this nation deserves without depleting 
national funds which are so desperately needed in defense and other areas. 
Our contacts with the people we serve indicate the public is overwhelmingly in 
favor of both rate increases and salary increases. Communications concern- 
ing this have been sent to our California Senators. 


LEONARD VY. LIVINGSTON, 
President, Los Angeles County Postmasters Association. 
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RESOLUTION OF KANSAS, NEBRASKA, AND OKLAHOMA POSTMASTERS 


(The following telegram was sent from Wichita, Kans., on January 24 to each 
of the six Senators from Kansas, Nebraska, and Oklahoma :) 

Eight hundred fifty-nine postmasters of Kansas, Nebraska, and Oklahoma, as- 
sembled here for regional training convention, respectfully request and strongly 
urge that you support the postal rate increase as proposed by the Postmaster 
General. We who are close to the problem realize the seriousness of the situa- 


tion and can assure you that public sentiment is preponderantly in favor of the 
raise in postage rates. 


NATIONAL ASSOCIATION OF POSTMASTERS, 
IvAN HOLLAND, 


President Kansas Chapter. 
Howarp Toay, 


President Nebraska Chapter. 
CorpIA MARTIN, 


President Oklahoma Chapter. 


The Cuamman. We will defer questions until your entire group is 
heard. Mr. North, you may proceed. 


STATEMENT OF ROY M. NORTH, POSTMASTER AT WASHINGTON, 


D. C., AND MEMBER OF THE NATIONAL ASSOCIATION OF POST- 
MASTERS OF THE UNITED STATES 


Mr. Norru. Thank you, sir. My name is Roy M. North, I am post- 
master at Washington, D. C. 

If I may make a personal reference at this point, I would like to 
say that this. will probably be the last time I shall have the privilege 
of testifying before this committee as a postmaster. As you possibly 
know, I have announced that I plan to retire as postmaster of the Na- 
tion’s Capital on March 31, and accept a position as legislative rep- 
resentative of the National Association of Postmasters. 

I have enjoyed my association with the members of the committee 
in the past and as a postmaster I am grateful for all you have done 
to make the position of postmaster more rewarding and more effective. 
I look forward to many more years of pleasant and fruitful associa- 
tion with you in my new position. 

Senator Yarsorouem. Pardon me, Mr. North. I have read in the 

aper but I want to refresh my memory. How many years have you 
fad of continuous service in the postal service of the United States? 

Mr. Norru. Forty-eight years. 

Senator YarsoroueH. I want to commend you for your service to 
this country. 

The Cuarrman. Where did you begin ? 
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Mr. Norru. I began with the Railway Mail Service in Atlanta, 
Ga., N. C. & St. L. Railroad. From that I became a postal service 
inspector. After 5 years of the required service I was sent to the St. 
Louis division of post-office inspectors which comprises the offices in 
the States of Arkansas, Missouri, and Iowa. 

I was there a number of years until about 1923 when I transferred 
as post-office inspector to Chicago, Ill., and there we had to do with the 
post offices in the States of Illinois, Michigan, and Wisconsin. I had 
many experiences in the inspection services and in 1933 I was ad- 
vanced to the position of Deputy Assistant Postmaster General in 
charge of the Financial Bureau here in Washington. 

From there, in 1949, I was appointed postmaster and assumed the 
duties as postmaster at Washington. 

It has certainly been very pleasant. I have enjoyed my experience 
and I cannot realize that I have been in the service that long. 

Senator Yarsorouen. That is a wonderful record. 

Mr. Norrn. Thank you, sir. 

Senator Yarsroucn. We are all proud of it. 

Mr. Norrs. Thank you, sir. 

The CHarMan. I was present when you were sworn in as post- 
master. 

Mr. Norru. I amsure you honored us, Senator, by being with us. 

I have always felt that the Washington post office should be one 
of the show places of the Capital. This city is a symbol of freedom 
to all the peoples of the world. : 

Our mail service is a manifestation of the most cherished accom- 
plishment of freedom, the right of men and women to exchange 
their ideas freely and without fear of censorship and reprisal. 

But, despite the efforts of the dedicated men and women who make 
up the employee force in the Washington post office we have never 
been able to reach the pinnacle of efficiency to which we all aspire. 

And why not? Because flesh and blood can do only so much. The 
ever-increasing flow of mail demands modern machines and modern 
facilities to handle it efficiently. 

This is true everywhere in this country. The post office in every 
community stands out as the symbol and manifestation of the Fed- 
eral Government. But as increasing mail volumes and deteriorating 
postal facilities take their double toll, these symbols of the Federal 
Government are bound to become less impressive in their efficiency. 

Certainly no one can blame the Congress for not appropriating 
money to build new postal facilities when the post office is losing 
three-quarters of a billion dollars a year. But something has to be 
done to modernize the postal plant before chaos sets in. 

I understand the growth in mail volume expected for this year over 
last is estimated at 3 billion pieces. If so, then that growth alone 
is equal to the entire mail volume of Holland, to one-third the entire 
mail volume of France, and to one-sixth the entire mail volume of 
Great Britain. The situation is going to grow worse—not better. 

So, if we are going to run the post office reasonably close to a pay- 
as-you-go basis, and if we are going to compensate our postal em- 
ployees adequately, and if we are going to modernize the facilities for 
handling the mails, then we strongly recommend passage of a 5-cent 
rate on all first-class letters, with the addition of Senator Carlson’s 
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amendment earmarking the extra penny on out-of-town letters for 
modernization of our postal facilities over a 5-year period. 

Again thank you, Mr. Chairman for the nice expressions. 

The Cuarrman. You bring out the fact that the manual labor can- 
not progress much further in proficiency. Will you restate the 

rogress you are making in modern machines and modern facilities? 
Tt is true that you are putting in a great deal right now in your 
post offices? 

Mr. Norrn. At the present time we are, Mr. Chairman, and par- 
ticularly we have a distributing, a sorting machine somewhat simi- 
lar to the machine at Silver Spring. It has not been formally turned 
over to the Post Office yet, but it will be shortly. Not only that, we 
have lots of improvements over there in the way of mechanical de- 
vices in the interest of better mail service. 

The Cuarrman. I know of some of the modern machinery and 
facilities that you are putting in. Of course, you have not had time 
to test them properly. 

Mr. Norru. That is right. 

Senator Cartson. Mr. Chairman, I want to express my apprecia- 
tion, of course, to this fine group of postmasters who handle sub- 
stantial portions of mail in our large offices, especially to Mr. North. 
I want to say that I want to thank you for the fine way you have 
taken care of us in our own mail here plus the fine appearances you 
have made before our committee. We are going to miss you as a 
postmaster and I will be looking forward to you here as a witness 
or a representative of this great organization. 

Mr. Norru. Thank you. 

Senator Cartson. This group of postmasters is composed of men 
who handle large quantities of mail and I know stress the need of 
equipment and it is for that reason that I have even dared suggest 
me setting aside a fund of money that would modernize the post 
offices. 

I feel that Congress, and we have had some experience since 1938, 
we have not voted money for any new buildings and it is rather 
difficult as the chairman well knows, he and I both are members 
ex officio of the Appropriations Committee, last year we voted $68 
million for modernization. That is a very substantial amount, but 
it is a very small amount when you take the thirty-and-some-thousand 
offices in this Nation and I would hope that we might look forward 
to setting aside a sum of money that could be used only for modern- 
ization and then I think it would improve the working conditions 
if you handle this volume of mail that is going to increase as I know 
it is. And I sincerely hope that we can get some consideration of 
it and at least look into it. 

This idea was an idea of mine because as Governor of the State of 
Kansas we set aside a millage tax on our real property in Kansas 
to build educational buildings at the State colleges and at our State 
eleemosynary institutions and we are building wonderful buildings 
at every one of them. We would not have built any building, frankly 
speaking, if we had to go to the legislature and ask for so many 
millions of dollars a year. We just would not do it. 

I do not think we could go to Congress today and ask for $700 
million which is probably needed to do this job, and we just cannot 
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get it done. So, that is the reason I brought it up. And tomorrow, 
Mr. Chairman, I understand that the Postmaster General is coming 
up at 10:30 to tell us some of the needs. I think it is well to get 
it in the record, at least. So, Ithank you. 

The Cuarrman. Mr. Puskar, you may now proceed. 


STATEMENT OF CHARLES E. PUSKAR, EXECUTIVE SECRETARY- 
TREASURER OF THE NATIONAL ASSOCIATION OF POSTMASTERS 
OF THE UNITED STATES, AND POSTMASTER AT IMPERIAL, PA. 


Mr. Pusxar. Thank you. Mr. Chairman and members of the com- 
mittee, I am also very grateful to this committee for giving us the 
opportunity to appear here before you. 

My name is Charles F. Puskar and I am postmaster at Imperial, 
Pa., and also executive secretary-treasurer of the National Association 
of Postmasters, a position I have held for the past 8 years. 

I would like to point out with some pride to the members of this 
committee that my three fellow postmasters and I represent almost 
a century in years of service to the Post Office Department. We are 
proud of this record of service. 

I know I speak for our president and all the postmasters of our as- 
sociation, some 34,000 members, in saying that we are happy and we 
feel very fortunate that Mr. North has accepted a position with our 
association as legislative representative, and T might tell the members 
of the committee here that he was practically drafted by the post- 
masters of the Nation to serve us in that capacity because we know 
of no one with more qualifications than he has. 

I would like to reiterate that the postmasters of our association are 
deeply concerned over the need for a realistic increase in postage 
rates. In our opinion a flat 4-cent rate on first-class letters would 
fall far short of the goal of reducing the postal deficit and providing 
funds for the badly needed modernization of our postal facilities. 

A split-level 4- and 5-cent rate would be better than a 4-cent rate, 
but it would be unwieldly to operate and would not, in our opinion, 
a the added revenues in sufficient quantity to do the job we 
need. 

A 5-cent rate would, in our opinion, provide the necessary funds and 
would be far simpler to administer. 

Mr, Chairman and members of the committee, we, as postmasters, 
are intensely interested in getting the tools with which we can move 
today’s mail today in a businesslike way. 

As citizens we are intensely interested in reducing the postal deficit 
and providing the Treasury with sufficient funds to meet the cost of 
our rising defense needs. 

We therefore favor a 5-cent rate, and we strongly endorse Senator 
Carlson’s amendment that the extra penny added to the rate should 
be earmarked for 5 years for the modernization of our obsolete postal 
facilities. 

A 5-cent rate would produce approximately $800 million a year in 
additional revenues. This woul Salp defray the cost of our rising 


defense needs. It would help pay the cost of compensating postal 
employees adequately. It would also, under Senator Carlson’s 
amendment, enable us to give 20th century service to the people of 
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the United States by providing the machines and facilities necessary 
for a modern and efficient operation. 

And, finally, in our opinion, a 5-cent rate on first-class letters, if 
enacted now, would not only oes the postal service in a position 
where it is operating reasonably close to a pay-as-you-go basis but 
would also relieve the Congress of the need of holding hearings and 
conducting debates on postal-rate legislation for many years to come. 

We thank you for your consideration. 

I would like to insert in the record an excerpt from the Postmas- 
ters Gazette for February 1958, editor’s page, entitled “Asinine P. L. 
199” at this point. 

The CHarmman. That may be done. 

(The document is as follows :) 


ASININE PusLic Law 199 


Nothing more foolish or inconsistent has been imposed on the postal service 
than Public Law 199, which permits one postmaster to do something another is 


prohibited from doing, and grants a privilege to a citizen of one community that is 
denied to a resident of another. 


When the Los Angeles convention adjourned we had a parcel weighing 23 
pounds to send back to the Gazette office, but when it was presented to Otto 
Olesen’s terminal annex, the clerk politely declined to accept it. We had thought 
that perhaps he wouldn’t look up the rating of Pascagoula and find it was a first- 
class office, but he did. So we just drew a line through Pascagoula and wrote in 
Kreole, which is a second-class office. He looked that up, too, accepted the parcel, 
insured it, and stamped it “Special Delivery,” and when we got home, there it was. 
Betty McLeod, at Kreole had understandingly forwarded it to Pascagoula. 

No one will ever know the unnecessary work and expense Public Law 199 has 
brought to the post office or how it irritates the public. Some day Congress will 


find out and repeal it. 

The CHarrMAN. Weare now ready for questions for this group. 

Senator Caruson. I would like to ask one on this split level. 

Have any of you gentlemen had experience in handling split rates 
on local and nonlocal postage in the past? Tell us how it works. 

Mr. Moore. They had a split rate many years ago and it was pretty 
hard to administer because you simply had te know exactly what. was 
going through. You had to have men watching the letters as they 
came through to be sure you had the right postage on local and out-of- 
town mail. It did not stay in operation too long and they abolished 
the split level. 

Senator Carison. The reason I bring it up is because Kansas City, 
Mo., and Kansas City, Kans., are right there together. We have mail 
delivery in Kansas City, Mo., that is delivered to Kansas City, Kans., 
people. I was wondering how much confusion would result out of 
that. Actually served out of the Kansas City, Mo., office. 

Mr. Moore. Well, when you have a split level, local postage at one 
rate is what you are referring to and you are out of town at another 
rate. It brings on an administrative function that you have to set 
aside some extra help to see that. this mail is all processed correctly and 
that it does have the right postage on it, whereas, if you have one level 
all the way across the board you do not have to worry about it; it has 
gone through, canceled and gone. 

Senator Cartson. Here in Mr. North’s office, for mstance, would 
Bethesda be a local ? 

Mr. Norrm. Yes, Bethesda would be a local. I might say, Senator 


Carlson, that it does give you a lot of administrative trouble when 
you have a split level. 
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I was in the Department when we had the split level before and it 
brings on a lot of confusion and some of your big mailers will estab- 
lish an office in another town to get the local rates, you know, for 
instance. It is quite disturbing and administratively it is irritating 
to have asplit level. There is no question about that. 

As you say, I am speaking now of the departmental and post 
office standpoint, and I think it is more so to the patrons because 
they do not understand and it irritates them to get a postage due, you 
know, letter. One cent. Two cents. Whatever the case may be. 

I think it is just as disturbing to the patrons. 

Mr. Pusxar. I think, Senator, that it is true because in the thirties, 
and I was postmaster during those days when we had a 2- and 3-cent 
rate. I think the 3-cent rate was enacted in 1932, if I remember, 
more as a revenue measure. At that time there was a lot of confusion 
by the public as to what is local and what was nonlocal. As you men- 
tioned the case of Bethesda and some of the outlying communities 
here. I think one of the largest sources of irritation is the matter of 
forwarding mail. Someone will move from a local address to another 
city, to Baltimore, Md., from Washington. Then, of course, it would 
be mailed to the Washington address from Washington at the 4-cent 
rate if we had a 4- and 5-cent rate’ To forward it to Baltimore would 
require marking that up postage due 1 cent. Then collecting it. 
Actually it delays the mail. It is very costly. It has been estimated 
by various sources that it would cost the heiettnent 71% cents to 
collect that 1 cent. 

Senator Carson. I can see that. You can justify it; it is a local 
letter and it ought to be less. I can see where there would be some 
problems. 

Mr. Pusxar. Another point that I might bring out, Senator. It 
has been estimated by the Department it only costs about six-tenths 
of a cent to deliver a long letter, the big cost being the number of 
people who handle that letter to get it delivered to the addressee. 
So, the cost is not much greater for the long letter than for the local 
letter, the difference being in transportation. 

Another thing we have talked about is the fact that a letter mailed 
by someone locally to someone in Bethesda or Washington is just as 
important to them and to the recipient as a letter mailed nonlocal. 
So, we feel that a straight 5-cent rate is justified for that reason. 

The CHainman. I can see where having the split rate would cause 
a great deal of confusion. 

Mr. Nortu. I would say at the Washington office we would lose 
revenues. For instance, these department stores have branches 
around these suburban towns. They mail their bills now all in 
Washington. So, the suburban town would get the postage if it was a 
split rate. 

The Cuatrman. That is true in big cities that have experienced 
the flight to the suburbs because of taxes, parking, and things of that 
kind. Those firms would make use of that, too, in mailing out their 
bills and advertisements. 

Mr. Baxer. Senator, people in this country, of course, have the 
freedom to move around without any restriction, thank heavens, and 
T think a great many of them do; and frequently on some of our 
carrier routes we are forwarding mail to a larger number of people 
than we actually have stops on the route. We continue to for- 
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ward that mail for a period of 2 years; and, while the volume is not 
nearly as great, the number of additional addresses the carrier has to 
keep a record of is sometimes much greater than the actual number of 
stops he has on his route. 

f course, a large percentage of those are moving into different 
communities which would mean that the carrier at the other end 
would have to stop, ring that doorbell, collect that additional penny. 

Mr. Moore. We have three small towns right in the area of Nash- 
ville which are not local; they have their own post offices. The loan 
COmMPSRY there has a mailing ist of around 150,000 that they mail out 
on this mailing list. Recently, I would not say I did, but somebody 
talked them into using first-class mail instead of the other mail. 

Now, if you put aot level on, all they would do, they set up their 
meter machine—these letters travel right through it, the postage 
stamped right on the envelope. Whereas, if you put a split level, 
they would have to separate their mail, run part of it through on one 
level and one on another. That company would not be happy about 
it; neither would we. 

The Cuarrman. You would have to have more employees. You 
would also have a great deal of confusion. 

Mr. Moorse. They would have to separate ali their mail, have 2 
handlers; every big mailing would have to use 2 handlings. 

Mr. Norru. I think another thing I might mention, when we had 
the split level before, then Congress decided for Queens County that 
was considered local. Do you remember that specifically named in 
the bill, Queens County, N. Y.? But at any rate, when you get this 
difference in rates like that you are going to have a lot of trouble, it 
is going to lead to a lot of people w anting metropolitan districts set 
up. You are going to have that confusion, like the Senator says here, 
Bethesda is local; Silver Sping is not local; Arlington, just a step 
across the river, is not local. What you will have is the insistence to 
have the men in public life to set up metropolitan districts to call 
them local. Before, we considered everything outside the delivery 
limits of the post office nonlocal. That is the way we tried to admin- 
ister it before. 

Senator Cartson. Mr. North makes an interesting suggestion, may- 
be we can get some sections eliminated. 

The Cratrman. Do you have any questions, Senator Yarborough ? 

Senator Yarsoroveu. No questions. 

The Cuatrman. Do you have some questions, Senator Neuberger? 

Senator Neupercer. I have some questions. 

The CHatrman. Proceed. 

Senator Neusercer. What is the prevailing situation with respect, 
gentlemen, to local and out-of-town differential in foreign countries 
operating postal systems? 

Mr. Moore. You mean in foreign countries, as to whether they have 
a split level or not? 

Senator Nrupecer. Yes. Whether they have different rates for 
local and out of town. 

_ Mr. Moore. I am not aware of any that have split level. I am not 
saying they do not have it, but I am not aware of it. 

Mr. Nortrn. T think the Postmaster General testified several days 

ro: I think he mentioned Canada has it. I do not have that informa- 
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tion at hand, but I think Canada has it, and some of them have a 
straight rate, I do know. 

Mr. Baker. There is an article this week in U. S. News & World 
Report, and there that refers to this situation in some of the European 
countries. I think it mentions specifically London, and there they do 
have a separate rate for drop letters in that area. They have 2 or 
3 different types of rates. Of course, they do not have the enormous 
volume of mail that we have in this country. It would be a greater 
administrative problem here than it would be there. 

Senator Neusercer. Would it really be? I mean actually, you may 
have an enormous volume, but we are spread over so much more of 
an area. Is there anyplace in this country, except in New York, where 
there would be a greater volume of mail than in London ? 

Mr. Norra. London. Yes; I would say, Senator. 

Senator Neusercer. Where? 

Mr. Norra. Chicago, for instance. 

Senator Neusercer. Chicago would have more mail through there 
than through London ? 

Mr. Norrn. Yes; I think so. In my little statement here, I state 
that the increase in volume of 3 billion pieces is about one-sixth of the 
entire English postal service. 

Senator Neusercrr. Let me get that straight. Where? The in- 
crease where? 

Mr. Norrn, We expect the 3 billion additional pieces in the mail 
this next year. 

Senator Nevusercer. But there would be more mail delivered in 
Chicago than in London? 

Mr. Nortru. Oh, I think so; without a doubt. 

Senator Neusercer. I do not understand why. Do we write so 
many more letters, or why? Why would there be so much more mail 
delivered in Chicago than in London ? 

Mr. Nortn. I would say the volume of mail in Chicago—when you 
said delivered, do you mean the mail coming in for local delivery? 

Senator Nevpercer. Mail delivered to the people who live within 
the environs of Chicago. 

Mr. Norrn. I would say as much as. I do not have any figures, 
Senator; I would think it is as much, if not more. 

Senator Nevsercer. In other words, the lesser population of Chi- 
cago would receive and mail more letters than the larger population 
of London? 

Mr. Norrn. I would think so; yes. I would not be surprised if Los 
Angeles does not come in there, too. Los Angeles has a bigger postal 
district now than Chicago, in the number of people; 3 million or 4 
million people. 

Senator Neusercer. I wonder why that would be. Do we have so 
much more mail ? 

Mr. Nort. May I venture just a guess on it, Senator? Over in 
the other foreign countries they do not, I think, use the mails so 
much as we do. The government does most everything for them. 
They go to the post office to pay their bills of all kinds. I just. do 


not think they have an exchange of correspondence like we do in this 
country. 
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The CuAmman. That is one reason that makes it so difficult when 
we speak of deficit. Some countries in Europe perform several kinds 
of services that we in this country do not. For example, these coun- 
tries may run the telephones, telegraph, railroads, and other similar 
types of paying facilities. They even collect, in some cases, the bills 
for the leading stores, and charge them a percentage. 

Senator Neupercer. One other question I would like to ask, just 
as a point of information. Is it true that, under certain foreign 
postal services, the second, third and succeeding ounces of first-class 
mail go at a cheaper rate than the first ounce? I have been told that, 
and I wonder if that is true. 

Mr. Norru. I think that is true in Canada. 

The CuairMan. That is true in some, but not all. 

Senator Neupercer. Thank you. 

Mr. Baxer. It certainly seems that the people in this country are 
much more communication and mail conscious than other countries, 
because it is estimated that the United States handles 60 percent of 
the volume for the entire world, and that the New York post office 
alone handles more than the entire British Isles. 

The Cuairman. There is one other thing, of course. We studied 
rates and all. What effect would it have upon rates if the packages 
were increased to, say, 84 inches? Then, instead of having rates from 
different zones and different post offices from 20 to 40 cents, you made 
them all 40. 

Mr. Moore. Standardize the parcel-post sizes ¢ 

The CuarrMan. Yes. 

Mr. Moore. They ought to be standardized and raised from what 
they are now. There would bea big help. 

he CuarrMan. You understand that you have the privilege of 
submitting information you may have pertaining to these hearings. 
Very often a witness thinks of something that he neglected to say here. 

Senator YarsoroucH. Mr. Chairman, I have a question I would 
like to ask this panel of postmasters. 

In the event first-class mail were raised and in the event there were 
amendments to the law providing that on a handwritten postcard a 
cpeepet rate would prevail where it was entirely in the handwriting 
of the mailer, providing for a different color card to identify it, 
would you anticipate any difficulties of administration of such a law / 

Mr, Baxer. I think any of our mailers would go back to the hand- 
written postcards—I am afraid that many of our larger mailers 
might resort to the handwritten postcards which are difficult to read 
and slower to distribute. We would like to have all typewritten 
addresses if possible. 

Senator Yarsoroucn. Well, if typewritten, lithographed, mimeo- 
graphed, all of that, if that carried the higher rate you do not antici- 
pate that large mailers would go back to hiring people to write post- 
cards out in longhand, do you ¢ 

Mr. Baker. | do not know. There would be an additional incen- 
tive for people to handwrite them. 

Senator Yarsoroucu. It would be for people with modest income. 
That would be the object of it, let people on old-age pensions and 
people who could not afford the rate to mail the postcard at the 
reduced rate. It is hardly conceivable that a business could afford 
to hire people to write out a postcard in longhand for a one-cent 
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cheaper rate when they could mass reproduce postcards and mail 
them for a penny more. 

Mr. Pusxar. I see your problem, I could see no problem as far 
as postmasters are concerned if they had a handwritten postcard. 

Senator YarsoroueH. The question was whether it would raise any 
administrative problem. 

Mr. Moore. The only administrative problem would be the legi- 
bility of the card itself, handwritten against typewritten. 

Senator Yarsoroucnu. The people I am talking about will not have 
typewriters to write them one. They hand write them now. 

Mr. Norrn. I think that could be handled all right, Senator. 

The Cuarrman. Along that line, as we come into line with making 
the machines to sort mail I think we are going to run into some 
trouble of envelopes of various and sundry sizes that you have. 
How can we begin educating the public and the printers, too? They 
are the ones who put those out, to try to get regulation sizes? I 
think if we can do that we can save millions of dollars in the post 
office if we can just do that one thing. 

Mr. Moore. I[ do not think there will be any question on that at all. 

The CHatrman. And it would give a service to the people better 
and quicker, you see, at the same time. All these different sizes of 
envelopes and postcards and, of course, at Christmas time you have 
a great deal of trouble then, of course, with Christmas cards. There 
ought to be something worked out there. 

If they want to send these big ones they could pay a little extra 
for them. 

Mr. Moorr. They should be standard just like everything else. 
There should be a standard size that everybody would profit by. As 
a matter of fact, the cards would get to doing that. 

Mr. Pusxar. Our association, Better, has an educational program. 
We have gone a long way in getting the cooperation of mailers in 
zone mail and in using standard-size envelopes and along the line 
that you have spoken about. 

The Cuarrman. A lot of money would be saved just in sorting. 
But when you have different sizes, the machine has trouble. 

Mr. Moore. One of the other things that happen, your cases are 
standard holes and then you get this big card that comes in and you 
cannot get it in there. Then they want to know why you have to 
bend it. I donot know of any other way to do it. 

Mr. Norru. Senator, there has been an effort over the years to do 
that thing. It is very difficult, it is the American competitive system, 
one fellow wants an envelope different from the other one. There 
are certain limitations where we charge more postage. 

The CHatrman. Does the committee have further questions? 

Senator Yarsoroucu. No more questions. 

The Cuatrman. We thank you for coming today and giving us the 
benefit of your experience. 

Mr. Baxer. Again, on behalf of our entire membership, we would 
like to express appreciation to you and the committee for the oppor- 
tunity of appearing before you. 

The Cuatrman. Mr. Harry J. Maginnis is our next witness. 

You may proceed, Mr. Maginnis. 
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STATEMENT OF HARRY J. MAGINNIS, EXECUTIVE MANAGER, ASSO- 
CIATED THIRD CLASS MAIL USERS, WASHINGTON, D. C. 


Mr. Maernnis. Mr. Chairman and members of the committee, over 
the weekend I listened to a half-dozen radio and TV programs which 
touched on the condition of the American economy. Foremost amon 
those interviewed was the Honorable Sinclair Weeks, Secretary o 
Commerce. Interrogated by a panel of young college students, the 
Secretary of Commerce admitted that during the present month un- 
employment throughout the United States will reach 5 million. 

Asked about the condition of the small-business men, Mr. Weeks 
said he was all for the little fellow, adding the thought that in this 
country the small-business man has a chance to become big business. 

The Cuarrman. Let me say right there that in my State I find this 
is happening. We have had thousands of people leave the farms and 
later go into the villages or into the cities where they either got em- 
ployment or a great many of them are now out of employment. 

In the United States as a whole we had 1,800,000 people that left 
the farms last year. As we know, there were not that many addi- 
tional jobs. That has caused us to have, in my opinion, more un- 
employment. You will find the railroads, instead of putting people 
on, had to lay off 80,000 people because their business had fallen down. 

Then the farms, I hate to criticize this, but the soil bank in my 
State has not only, in my opinion, got the man off of the farm, but 
has closed up a great many cotton gins throughout my State. When 
you close them up you throw people out of employment at the cotton 
a When they close up the cotton gins and the people leave their 

arms, of course, country stores are beginning to close up. So, all 
this had a bad effect on the farmer. 

Now, they got about 40 percent, on an average, from the soil bank 
of what they would have made if they would have grown their prod- 
uct, somewhere in that neighborhood. That other 60 percent went to 
employ people and they are out of employment and we would just as 
well face those facts and I don’t know what we can do in the future. 
There are some things we have to meet. 

I hated to mention that, but you have mentioned the 5 million people 
out of employment. The unemployment increased 700,000 in No- 
vember, approximately the same amount in December, and it has 
continued to pyramid right on up. I hope it doesn’t continue. Of 
course, I am no judge of what we can do, and the great thing as I see 
it, the Government, we are spending money, but let’s look and see 
where it is going to, and it is not going to give people jobs. 

However, at this time a great bit of it is done with machinery. 
There we are spending billions. Then on the other side we have 
experts in the field of science that we are spending billions of dollars 
for. That doesn’t employ so many people. So it is not pumping the 
money down to the people to give employment. 

We might just as well face facts. I don’t know what we can do, 
but we Members of the Senate, in particular, ought to be giving our 
serious attention to this and see if there is anything we can do to 
help the situation. 

Mr. Maarnnis. Thank you, Mr. Chairman. 

The CuHatrman. Proceed. 
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Mr. Maernnis. During my various appearances before this com- 
mittee and its counterpart in the House, I have sought to present the 
case of business mailers in an intelligent manner. Over the years I 
have learned much and I hope that what I have had to offer has been 
useful. I still have not been able to put across the point that great 
harm can result if rates of postage are increased to an unconscionable 
degree. 

It might be helpful, therefore, to repeat what I have argued so many 
times: An increase of 150 percent in the third-class minimum piece 
rate in the short span of 6 years will bankrupt countless thousands of 
small mailers and reduce the profits of the survivors to a bare mini- 
mum. Iam sure this is a result the Congress wants to avoid. 

When third-class mail is discussed there often is a tendency to shrug 
it off as a meaningless jumble of advertising which nobody pays any 
heed. Senator Church, a member of the committee, a few weeks ago 
repeated the generalization so often heard that “nobody wants it, 
nobody reads it, everybody throws it away.” On that occasion I placed 
an advertisement in Roll Call, the contents of which I should like made 
a part of my testimony. 

The Cuarrman. I have read it. We will be glad to make that a 
part of the record. It will appear at the end of your statement. 

Mr. Macrnnis. Despite all reports to the contrary, the 250,000 third- 
class permit holders do represent a vital segment of the American 
economy. People do read and do respond to direct mail advertising. 
It is estimated that sales achieved through direct mail advertising total 
anywhere from $15 billion to $45 billion annually. 

Compare that with the annual income of farmers—$17 billion—or 
the production of oil—$5.5 million. 

The Cuarrman. By the way, we had witnesses who testified here 
this morning from the American Heritage showing that when you 
change it from the book rate to second class what the differential was, 
it is about one-fourth of the book rate over the second class. 

Mr. Maarnnis. Well, I think you, Mr. Chairman, in your article in 
Reader’s Digest, sought to demonstrate and to educate the people that 
we do carry books at a loss at the present time and that if American 
Heritage is granted the second-class rate, we will add an additional 
subsidy, if you choose to call it that. 

The Cuarrman. We are not passing on that here. 

Senator YarsoroueH. Mr. Maginnis, your income of farmers, $17 
billion, what year was that ? 

Mr. Maernnis. I think that is a figure I used in testimony 2 years 
ago, Senator. I would like the up-to-date figure and get it on the 
record. 

The Cuarrman. What was that? 

Mr. Macinnis. I pointed out the income of farmers as $17 billion. 
I plucked that figure from my testimony before the House 2 years 
ago. 

Senator Yarsoroucu. I realized that was far too high. 

The Cuarrman. Do you mean $17 billion net or gross? 

Senator YarsoroucH. This annual income figure, Mr. Chairman, 
looked almost like a pre-Benson figure—average annual income of 





farmers. It is considerably lower than that right now. 
The Cuarrman. I think you should specify gross income or a net 
income. The gross income of the farmers is more than that, but the 
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net income, you will find, last year was around $11 billion. It has 
been reduced from about $16 billion down to $11 billion. 

Senator Cartson. I think $11.6 billion would be about right. 

The CHarrman. About 11.6, about eleven and a half, something 
like that. ‘That is net, now. 

Mr. Macixnts. The purpose in using these figures, of course, is 
to demonstrate that we are dealing in this postal-rate bill with a 
very important segment of our economy. We are concerned about 
the fate of our farmers, I think you will agree, Senator Yarborough, 
and we should be equally concerned abou the fate of the 250,000 
business mailers. 

Four to five million Americans owe their livelihood, wholly or 
partially, to sales made through direct-mail advertising. 

It will be obvious then that the Congress of 1928 acted wisely 
when it created the bulk-mailing privilege. If the success of an idea 
is to be judged by results, the figures I have given bespeak the wisdom 
of Congress over the years in permitting “third-class-mail users to 
contribute to and share in the fruits of this capitalistic Nation. 

The very success of third-class mail has spurred the attacks by 
various newspaper editors who dislike losing advertising to a com- 
petitive medium. Unfortunately these attacks have damaged direct- 
mail advertising and caused a flood of mail from constituents who do 
not realize that third-class mail is a deferred category of mail— 
handled only during slack periods—and that the business mailer is 
required to perform nine manual handlings of the mail before he can 
enjoy the bulk-mailing privilege. 

The ordinary constituent can understand why a bleacher seat in 
the ball park costs much less than a box seat at first base. 

He can understand why the charge for a night telephone call is 
less than for a daytime call. 

He can understand why the charge for a balcony seat in the legiti- 
mate theater is much lower than for a sixth-row aisle seat. in the 
orchestra. 

But he cannot understand that there is a wide difference between 
a first-class and a third-class letter. 

When the Postmaster General appeared here a short time ago, 
Chairman Johnston and Mr. Summerfield conceded that the Depart- 
ment had failed to establish in the public mind the distinction between 
the premium, preferred handling category of mail—first cl: and 
the fill-in, deferred handling category of mail—third class. That is 
unfortunate. 

Mr. Summerfield argues that from 1926 to 1941 the Congress main- 
tained first-class revenues on a level which produced on average cost 
coverage of 140.5 percent. 








In other words— 
Mr. Summerfield said— 


during those years the Congress established rates on letter mail which produced 
an average return of more than 40 percent above allocated costs in recognition 
of the additional cost and value of preferential service. 

If we are to accept this principle—and I believe we must to a 
degree—then it follows as the night the day that nonpreferential mail, 
receiving no preferment in handling, should be priced on the basis of 
40 percent below allocated costs. 
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Mr. Summerfield has argued this principle for the past 5 years in 
pe ag hearings but has not yet convinced the general public of its 
validity. 

Fully allocated costs on third-class mail in fiscal 1956 totaled $471,- 
914,026, and those are the latest figures I have. Revenue totaled 
$266,019,592. To the person not fully versed in the bleacher versus 
box seat principle, it would seem that third class is causing a loss of 
$205,894,434. 

If, however, we proceed as Mr. Summerfield suggests, and provide a 
40-percent discount from third-class allocated costs, the true loss will 
be only $17,128,824. 

The Postmaster General rests his case for rate increases on postal 
history—on ratemaking precedents, if you please. 

He is quick to demonstrate that the Department showed a profit 
through 1946. During the period 1933—that was the year the first- 
class rate went to 3 cents—through June 1952, the rate ratio between 
third-and first-class mail was 1 cent to 3 cents. Since profits were 
realized by the Department during that period, we must conclude that 
the ratio of 1-to-3 was proper. When, in July 1952, the rate ratio 
was narrowed from 114 cents to 3 cents, a mistake was made. 

Former Postmaster General Donaldson could have had a 4-cent 
first-class rate at that time—the Senate actually approved such a 
rate—but Donaldson’s arguments were the opposite to those now 
stressed by Mr. Summerfield. Donaldson would not agree to the 
40-percent-above-allocated-cost theory. That blunder has cost the 
Republic well over a billion and a half dollars. 

If the Congress should now narrow the rate ratio between the 2 
categories of mail to 21% cents to 4 cents, chaos would result. 

For one thing, the annual volume of third-class mail would not 
remain at 16 billion pieces. Mr. Summerfield’s estimate of $133 mil- 
lion additional revenues from third class is based on an ever-increas- 
ing volume of third-class mail matter. 

It is my firm opinion that third-class volume would drop to 10 
billion pieces under the impact of a $25 per thousand rate. 

In a word, the Government would not get from third-class users 
the revenue Mr. Summerfield estimates. In fact, vast revenues would 
be lost to the Government as mail volumes diminished. When post 
and postal cards were advanced from 1 cent to 2 cents, annual vol- 
ume dropped from $5 billion to $3.75 billion. 

As the rates for c. o. d., insured mail, special delivery, and so 
forth, have advanced, the use of such special services has seriously 
declined. 

Make no mistake, third-class volume will decline drastically if the 
Congress should approve the steep increase contained in the House- 
approved bill. 

There will be those ready to shout “all the better,” but such people 
do not take cognizance of the fact that sales, employment, and tax 
revenues generated by direct-mail advertising will also decline in 
equal ratio. 

How the economy and the Federal fiscal position would benefit 
by a drop of 40 percent in direct-mail sales, I cannot say. ; 

In 1956 I journeyed to Chicago to appear before the Democratic 
platform committee. On that occasion I argued the case for the small- 
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business mailer. As I pointed out recently in another Roll Call ad- 
vertisement. 


The tears being shed in Congress and throughout the executive branch of the 
Federal Government over the plight of small business have reached flood stage. 
Republicans and Democrats alike are standing on 1956 small-business plat- 
form planks which offer the small-business firm hope—but action is needed. 


I went on to point out: 


The Summerfield rate bill passed by the House last year provides: 
When fixing and adjusting postal rates, consideration should be given to 


“the effect of postal services and the impact of postal rates and fees on users of 
the mails.” 


In spite of that vital requirement in the postal rate increase bill, no one has 
yet asked Mr. Wendell Barnes, head of the Small Business Administration or 
Sinclair Weeks, the Secretary of Commerce, to make a study and report to Con- 
gress on the possible impact of postal-rate increases on business, large and 
small. Mr. Weeks did appear before the House Post Office Committee at the 
request of his fellow Cabinet member, Mr. Summerfield. His answers to 
questions are illuminating: 


He was asked by Mr. Gross of Iowa: 


You have offered no testimony to show that you have made any survey in 
substantiation of your statement here that this rate-increase bill would not 
impede or hinder business: is that correct? 

Mr. Werks. No, because it is my responsibility to assemble all of the advice 
I can get from my associates in the Commerce Department and then decide 
what the position should be. It is not my practice to substantiate by detailed 
information the conversations and the memorandums, and so on, that come to 
my attention on any particular subject. 


Then Mr. Gross asked: Yes, but you made no surveys as to business gen- 
erally over the country? 

Mr. WEEKs. No. 

Mr. Gross. With respect to this bill? 

Mr. WEEKS. That is correct. 


(The material referred to appears at the end of Mr. Maginnis’ 
testimony.) 

Since that ad appeared, both Mr. Weeks and Mr. Barnes have 
been deluged with letters asking whether or not surveys have been 
taken to determine the possible impact of postal rate increases on 
business, large and small. 

I don’t know what Mr. Barnes is saying in answer to these in- 
quiries, but the Department of Commerce is using the following 
paragraph: 

Our experience with broad economic studies of this nature, especially as they 
relate to an overall increase in the cost of business such as that proposed in 
current postal legislation, indicates that very few firms, particularly smaller 
firms, keep records which would provide helpful information. It is even less 
likely that such records, where they exist, would segregate expenditures for 
postage by class of mail. 

I am no economist, members of the committee, but I can recognize 
poppycock when I come across it. Believe me when I say that the 
countless thousands of businessmen who depend on the post office 
to sell their goods and services do keep records. They can tell you 
to the penny what their annual postage bill is and its relation to 
sales, income, and profits. 

The Department of Commerce long ago could have acquired a list 
of the third-class-permit holders in America, designed a question- 
naire, and received the answers it needs to form an opinion on this 
vital subject. 
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My association represents 800 business mailers and their suppliers, 
and [I have gathered enough information to conclude that disaster 
will strike if a $25 per thousand rate on third-class mail matter is 
enacted. I will not charge that the Commerce Department has 
shirked its duty, but I will say it has misjudged the practicability 
of performing a necessary service. Congress is seeking enlighten- 
ment on this impact question, and is entitled to full information 
before voting. 

Having testified at some length in prior appearances before the 
House and Senate Postal Committees, I will not attempt to go over 
the same complex ground. 

I feel confident that this committee and the Senate will act pru- 
dently when deciding the rate and policy issues. Senator Johnston's 
article in the February Reader’s Digest outlines a plan for the solu- 
tion of the postal mess—permanently. It has the full endorsement 
of my association. We can only hope the committee and the Senate 
will also endorse the program he has so ably designed with the help 
of Senator Carlson and others. 

The Postal Establishment, however antiquated, no matter how 
severely damned, criticized, and abused, has been the greatest force 
for good in a Republic which has instituted its own programs for 
education, commerce, and communication without regard to the habits 
of European nations. Maybe business has prospered much better 
here; maybe business is responsible for 75 percent of postage reve- 
nues; but that is no reason for Government officials to condemn as 
predators those who use the mails, holding up such nations as Belgium 
and Great Britain as models of enlightened efficiency. 

If Secretary of Commerce Weeks is correct about spreading unem- 
ployment, he had better design some economic props for the printers, 
paper suppliers, ink producers, typists, artisans, merchants, manufac- 
turers, and the countless others who comprise the direct-mail industry. 

If he believes—and it is quite evident that he does—that mail users 
ean withstand a 6624-percent increase in one of their major costs of 
doing business at a time when the economy is soft, he has not read the 
signs correctly. The record of the House and Senate hearings con- 
tains hundreds of cases of businessmen protesting H. R. 5836 on the 
ground that it will destroy their profits or put them out of business 
completely. 

Tf time permitted, hundreds of similar witnesses would appear 
before this committee to tell their stories. No one in the executive 
branch has been willing to listen. The Senate must proceed with 
caution. 

The Cuarrman. I believe your rate is 114 cents now. 

Mr. Maernnis. The minimum piece rate is now 114 cents. 

The Cuarrman. I believe the bill that came over from the House is 
21% cents; isn’t that correct ? 

Mr. Macrnnis. That is correct, sir. 

The Cuarrman. Now, then, that is 6624-percent increase ? 

Mr. Macrnnis. That is right, sir. 

The Cuarrman. I believe you stated that you have had an increase 
in the third class of—how much is it, since 1950? 

Mr. Macrnnis. This is misunderstood, and I would like to clarify 
it. Mr. Baker spoke for the postmasters of the United States here, 
and they have been getting out a sheet throughout the United States, 
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and this statement is made: “When were postage rates last increased ?” 
This is what goes out: “The last increase on first-class mail was in 
1932, a quarter of a century ago.” 

The CHairman. That is first class? 

Mr. Macrnnis. That is first class. 

Second-class rates have been increased only 3 percent since 19382. The post 
office charges 1932 prices for its services and pays 1957 costs for the things it 
buys. 

Now, you will note that there is no mention in here of the fact that 
third-class mail on July 1, 1952, was increased 50 percent. 

Now, in 1949, the pound rate was also advanced. The pound rate 
is bringing in an additional revenue of $29 million a year, and that 
half-cent imerease that was legislated in 1952 is costing mailers ap- 
proximately $70 million to $80 million a year. So we did suffer a 
o0-percent increase just 6 years ago. 

{ thik I should point out, too, Senator, that, when Mr. Summer- 
field submitted his first rate bill to the Congress when he took office, 
he did ask for a 2-cent minimum piece rate at that time. When this 
present Congress came in, he had upped his sights to 24% cents. And 
he asked that they be made in two jumps, one-half cent wpon the 
passage of the bill and another half cent on July 1, 1959. 

However, the House adopted an amendment proposed on the floor 
to make the increase of 214 cents effective immediately. 

The Coamman. Are there any questions ? 

Senator Cartson. Yes, Mr. Chairman. 

| appreciate very much your statement, Mr. Maginnis. It is some- 
thing we need to get across to the country. I vet as much mail on 
this—a letter this morning, just before I came down here—hoping we 
would eliminate third-class mail. Let’s analyze that a little bit. 

How much revenue does the Post Office Department receive from 
third-class mail, just direct ? 

Mr. Maernnis. At the present time, $280 million annually. 

Senator Cartson. In other words, if we eliminated third-class mail 
we would eliminate $280 million worth of postal receipts ? 

Mr. Macrnnis. That is correct, sir. e- 

Senator Carison. Is there any indication that we could reduce— 
and, of course, this would probably come from the Post Office Depart- 
nent itself, a reduction in personnel, if we did eliminate it ? 

Mr. Mactnnis. No, sir. I have pointed out many times that, if you 
eliminated the mail altogether, you would lose the $280 million, and 
the only saving you would achieve would be in the transportation 
of the mail. You have to pay to haul it on the railroads. 

Take the rural free delivery system, for instance. The 32,000 car- 
riers, as you know, travel a million and a half miles a day at 9 cents 
a mile. Now, it doesn’t matter, when ~~ go down that long road, 
whether they have 12 letters with them or 1 ‘200 letters. 

So, if you eliminate third-class mail, they simply have fewer pofit- 
making pieces of mail to handle. This was the theory behind the 
creation of third-class mail in 1863; that we would use it as a fill-in 
service. 

I think the postmasters here would tell you what we all know; that 
you can’t hire a clerk for 3 hours; you have to hire them for 8 hours. 

Over here in the Washington post office, Mr. North’s office, there 
is a great deluge, a Niagara of mail from 5 to 6 to 7 o’clock at ‘night. 
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Of course, this premium handling of first-class mail and airmail 
goes on at those hours. Then there comes a time during the remaining 
5 hours that there are slack periods, and that is when this third-class 
mail is handled. 

As I pointed out it is like a bleacher seat in the ball park. We 
don’t get this premium service. We must remember we cannot put 
third class in the corner mailbox. We do not have stamps on it. It 
is all sorted into States and cities. As I pointed out, the mailer per- 
forms nine handlings of the mail and it is put in sacks, marked, and 
all you do is throw it on the train. When it gets to its destination— 
this is the beautiful part—the postmaster need not handle it until 
all other categories of mail are out of the way. 

So you have a very legitimate point, Senator Carlson, in pointing 
out, if you eliminated it the Department would lose money. 

Senator Carson. I have been on this committee a good many years 
and I have become convinced that it is a revenue for the Post Office 
Department that we cannot afford to lose. 

Secondly, I do think it is a great business builder. These small 
individuals that start up'in my hometown and other small cities in 
this country can’t buy a page in Life magazine or Look magazine or 
some other magazine for $30,000 a page; they have to spend a few 
dollars for advertising and they reach some people. 

Industry in this country has usually started small. I am a firm 
believer in it and I think it has meant much to the economy of this 
country, and I hope we don’t do anything to upset it. 

The Cramman. I agree with Senator Carlson thoroughly. I 
think if we would do away with third class entirely we would prob- 
ably lose about $200 million. I think $80 million would cover trans- 
portation; that is the biggest item in it. We also know that third- 
class mail is used as a filler by the Department in offpeak hours. 

It has been estimated by various people that anywhere from 7 to 12 
billion dollars is stimulated through this type of advertising. 

This is reflected all the way back to the United States Treasury in 
income and other taxes. 

So we must look at an overall picture in order to do what I think 
is best for the Government and the people of the United States. 

I don’t see where we can save anything. In my opinion we would 
lose about $200 million if we abolished third-class mail. 

Mr. Macrnnis. In these hearings over the years, and you gentlemen 
have sat in on them, we are always constantly faced with charts show- 
ing what Belgium, what the Netherlands, France, and Great Britain 
do. But we are a very unusual nation, the United States. We are 
the most successful capitalistic nation in the world and I think we 
are all agreed we can produce all we want of anything. We can pro- 
duce more wheat, as you know, Senator Carlson. We wish we could 
sell more automobiles because we are having a decline in sales. We 
push a button and produce things. But we have to sell them before 
we can be successful. 

I don’t know whether I should interject at this point; I don’t know 
whether it is popular to do so, but the Russians themselves at this 
point are looking at our direct mail program in the United States 
and are adopting it at the moment. They see a good idea and they 
are putting it into effect over there. 
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I hate to use them as an example but they do see the validity of 
strengthening their economy through it. 

The Cuarrman. Are there any questions? 

We thank you for appearing before us and testifying. Ifyou have 
anything further to add, please submit it to the staff and it will be 
made a part of the record. 

Mr. Macrnnts. I do have one more exhibit. To answer the chal- 
lenge that you have in the mail, Senator Carlson, I put together a 
very short handbook of all the questions about third-class mail and the 
answers. I would like it to appear in the printed record for future 
postal historians to study. 

The Cuatrman. It is not too long? 

Mr. Maarnnis. It isa short document. 

The Coarrman. We will be glad to have it inserted at the end of 
your testimony. 

(The three documents referred to by Mr. Maginnis are as follows:) 


[Roll Call—the newspaper of Capitol Hill, February 5, 1958] 
Nosopy REeEAps Itr—Nosnopy WANts IT—Everysopy THrows Ir AWAY 


This often-heard generalization refers, of course, to direct mail advertising. 
Unfortunately, some Members of Congress use the phrase when attacking the 
advertising-sales tool of the 250,000 third-class permit holders in the United 
States, 90 percent of them small-business men. 

A few equally silly generalizations are: You should hold your breath when 
passing a Chinese laundry; all fat people are happy; a broken mirror means 
7 years’ bad luck; gentleman prefer blondes; politicians are crooks. 


ARE BUSINESSMEN IN YOUR STATE DEMENTED? 


Third-class mail has existed since 1863. In 1957 businessmen put 15,700 
million pieces of such sales literature in the mail. They paid $281 million in 
third-class postage. Nobody knowns for sure how many hundreds of millions 
of dollars were spent to create and produce this sales literature, but the amount 
is substantial. Enough goods ($15 billion worth in 1957) were sold to pro- 
vide a livelihood for 4 to 5 million American citizens. These businessmen are 
proceeding on the assumption that it is not sinful to sell the goods produced 
by American labor and to enjoy a profit. Their use of this deferred service 
category of mail—which is handled by the post office during slack periods— 
has been beneficial all around. They pay bleacher prices and don’t expect 
box-seat handling of their mail. Remember these facts the next time you 
hear that old chestnut, “Nobody reads it, nobody wants it, everybody throws 
it away.” 

THE NEWSPAPERS AND CONSTITUENT MAIL 


“All very true,” Members of Congress will say, “but what about all the com- 
plaints I am getting about junk mail.” 

The answer is very simple. 

In spite of all you may have heard about the divorcement of editorial policy 
of newspapers from the business end, publishers still depend on the advertising 
dollar to keep their presses running. They are constantly after more adver- 
tising dollars and some of them don’t like it one bit when the small-business 
man discovers third-class mail to be an ideal selling tool. 

Of course, the best way to destroy competion is to tie a dirty label on it. 
Thus the continuing junk mail attacks by some newspapers. Constituents read 
these editorials and then write to you. Unfortunately, the 250,000 small- 
business firms and the 4 to 5 million Americans who make their living through 
direct-mail sales don’t have editorial columns. Representatives and Senators 
rarely get a glimpse of their side of the case. 


THE TRULY SAD PART OF THE STORY 


For better or for worse, all these thousands of small-business firms have going 
for them is the undersigned and a few Members of Congress who understand 
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the economics of the second largest advertising medium in the world. We have 
appeared before House and Senate committees seven times. In 1952 we did a 
pretty bad job. The Congress hiked the third-class rate 50 percent. The 250,000 
third-class permit holders are still shouldering that substantial increase, and 
at a time when the administration is trying to hold down the cost of living. 

Buried on some remote page of the pending postal-rate increase bill is a 
provision which would make the increase 150 percent—yes one hundred and 
fifty percent. (From $10 per thousand letters in June 1952 to $25). If this 
is legislation designed to help the small-business man in an era of mammoth 
corporate mergers, we will be pleased to distribute gratis somebody’s explana- 
tion of the great gains which are about to be heaped on the little fellow. 


THE SMALL BUSINESS ADMINISTRATION AND SINCLAIR WEEKS 


We don’t expect Members of Congress to plow through volumes of postal-rate 
hearings to learn what spokesmen for business in the Eisenhower administration 
have said on behalf of thousands upon thousands of small-business mailers. 

We can save you the trouble. Neither Mr. Weeks nor Mr. Barnes has the 
slightest idea what will happen to the 250,000 small-business mailers if and 
when the 150 percent third-class rate increase is approved. 

Calvin Coolidge achieved a steep increase in third-class postal rates. Within 
3 years he had to come to Congress and ask for a reduction in the rate to its 
former level. Let’s not repeat that legislative bobble. 


CANINE RETRIBUTION 


There’s one generalization we didn’t list at the beginning. It is said that 
“every dog has his day.” It just may happen that the small-business mailer 
eventually will ask: “Why was it too much trouble for my Representative in 
Congress to ask Mr. Weeks or Mr. Barnes for some facts before putting me 
out of business with a 150-percent increase in rates?” 

Putting people out of business may be a good way to improve the postal serv- 
ice and increase Federal revenues but we still prefer to believe that brunettes 
have their appeal and that there are some unhappy fat people in the world. 


HArry J. MAGINNIS, 
Associated Third Class Mail Users, Washington, D. C. 





[Roll Call—the newspaper of Capitol Hill, January 22, 1958] 


Wuo IN THE HOUSE oR SENATE WILL WRITE ONE LETTER TO HELP THE SMALL- 
BUSINESS MAN? 


The tears being shed in Congress and throughout the executive branch of the 
Federal Government over the plight of small business have reached flood stage. 
Republicans and Democrats alike are standing on 1956 small business platform 
planks which offer the small-business firm hope—but action is needed. On the 
one hand we have the proposals of Representatives and Senators to give the 
little fellow a better tax break, and on the other a vote by the House to increase 
one of his major costs of doing business by 150 percent. 

Many Members of Congress have been taken in by the $500,000 propaganda 
effort of the Post Office Department. They have been convinved that a 150- 
percent hike within 5 years, in one of small business’s major costs is just and 
proper. We are paying Roll Call $325 for this ad hoping that just 1 Member 
of Congress will write 1 letter. Is that too much for small business to expect? 


WHO WILL BE HELPED BY SUCH A LETTER? 


The 250,000 business firms, 90 percent of them small, who advertise and sell 
their products by mail; 

The 4 to 5 million workers in all parts of the Nation who depend on mail sales 
for their livelihood ; 
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The manufacturers everywhere who produce the $15 billion of goods sold 
annually by mail advertising. Here are a few: 


The cheese of Wisconsin The fruit of Oregon 
The hosiery of North Carolina The printers of Chicago 
The paper mills of New York The hotels of Miami 
The corner grocery store The gasoline station 
Department stores Political aspirants 

The automobiles of Detroit California’s clothes 
The blankets of South Carolina Shoes of Massachusetts 
The lobsters of Maine Sirup from Vermont 
The hairdressers Farmers everywhere 


Letter shops 
THE SUMMERFIELD RATE BILL PASSED BY THE HOUSE LAST YEAR PROVIDES: 


When fixing and adjusting postal rates, consideration should be given to “the 
effect of postal services and the impact of postal rates and fees on users of 
the mails.” 

In spite of that vital requirement in the postal rate increase bill, no one has 
yet asked Mr. Wendall Barnes, head of the Small Business Administration or 
Sinclair Weeks, Secretary of Commerce to make a study and report to Congress 
on the possible impact of postal-rate increases on business, large and small. 
Mr. Weeks did appear before the House Post Office Committee at the request of 
his fellow Cabinet member, Mr. Summerfield. His answers to questions are 
illuminating: 

Question. You have offered no testimony to show that you have made any 
survey in substantiation of your statement here that this rate increase bill 
would not impede or hinder business; is that correct? 

Mr. Weeks. No, because it is my responsibility to assembly all of the advice 
I can get from my associates in the Commerce Department and then decide 
what the position should be. It is not my practice to substantiate by detailed 
information the conversations and the memorandums, and so on, that come to 
my attention on any particular subject. 

Question. Yes, but you made no surveys as to business generally over the 
country? 

Mr. WEEKS. No. 

Question. With respect to this bill? 

Mr. Weeks. That is correct. The views of Mr. Barnes have never been 
sought. 

WHAT IS THIS TALK OF A 150-PERCENT INCREASE? 


On July 1, 1952, the charge on businessmen for mailing third-class literature 
was increased from $10 a thousand letters to $15 per thousand. The rate bill 
approved by the House would hike that charge to $25 per thousand—uz 150 
percent increase in the short period of 5 years. 

Aside from being punitive tax on the small-business mailer, this rate hike will 
not produce the revenues Mr. Summerfield estimates. On the contrary, small- 
business men will find it impossible to pay the $25-per-thousand rate. Mail 
volume will diminish. Sales will drop off drastically. Tax revenues from indi- 
viduals and corporations will be slashed. Unemployment in the mail field will 
mount. 

Some Members of Congress will doubt these statements—but will just one 
Member write a letter to Mr. Barnes or Mr. Weeks and ask whether they have 
studied and reported on the problem? 

If Members of Congress are sincere about helping small-business men, here is 
the chance to do something—write just one letter. 

If congressional offices would like to know the names and addresses of some of 
the thousands of businessmen in your States or congressional districts who will 
go out of business if the Senate adopts the House-approved rate bill, we will 
attempt to get that information to you. 

Whenever the livelihood of 4 to 5 million voters is affected by a pieec of legis- 
lation, they have a right to know whether the men they sent to Congress cared 
enough to write one letter on their behalf. 
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Perhaps Mr. Barnes and Mr. Weeks may find that small business can stand the 
150-percent increase. But they should at least gather some data on the subject. 
Witnesses like Republic Steel and the Burroughs Corp. say their firms can. But 
too many businessmen, including the 800 members of this association, located in 
38 States, cannot. 

Don’t let small business in your State lose this struggle by default. 

In view of the vast amount of propaganda directed against third-class mail 
(“junk” according to some newspaper editors who don’t like small-business men 
using a competitive advertising medium), a booklet which answers all the 
questions on this subject has been prepared. Copies may be obtained by writing 
to: 

Mr. Harry J. MAGINNIS, 
Associated Third Class Mail Users, Washington, D. C. 





Tue Case For THrrRp-CLass MAIL 


A $281 million customer of the postal service—a $15 billion salesman pro- 
ducing more than half a billion dollars in Federal tax revenues. 

Does third class pay its way? Some little-known facts about mail adver- 
tising: the postal rate battle and the need for a realistic postal policy. 


INTRODUCTION 


Direct-mail advertising is the second largest advertising medium in the world 
today. It is exceeded only by newspaper advertising in dollars spent. 

In the last 10 years the annual volume of third-class mail has more than 
doubled as hundreds of thousands of business mailers have found third-class 
mail to be an effective selling tool. 

Annual sales achieved through direct-mail literature exceeds $15 billion. 
These transactions, directly or indirectly, are the source of our $500 million in 
Federal tax revenues. Contrast this with our $14 billion agricultural industry, 
which receives several billions in annual subsidies. 

Four to five million Americans owe their livelihood, wholly or partially, to 
such advertising and the sales generated by it. 

But your mail advertising is being blackmailed. 

In spite of the significant job it performs for the American economy, it is 
constantly under attack by those who stand to profit by its curtailment or by 
others who are unaware of the real importance of the medium—in the press, 
in the Congress and elsewhere. 

These unwarranted attacks stem largely from misunderstanding. It is the 
purpose of this booklet to set forth the true facts and to provide logical an- 
swers to the frequent charges. 

Once the American people understand the legitimate function performed for 
the economy by direct-mail advertising, the mammoth role played by third- 
class mail will be accorded the respect and appreciation it has earned. 


THE CASE FOR THIRD-CLASS MAITTI 


When and why was third-class mail created? 


Established by Congress in 1863, this category of mail was designed to utilize 
idle postal equipment and personnel during slack periods. It is deferred 
mail. 


When did third-class butk mail start? 


Congress established the bulk-mailing privilege in 1928. Three years before 
Congress had increased the third-class rate by 50 percent, from 1 to 1% cents. 
The.penny rate had been in effect for 53 years. Volume so declined under the 
impact of the 50 percent rate increase that Congress was asked to restore 
the 1 cent rate. This it did in 1928 but placed on the mailer the requirement 
of performing nine manual handlings of the mail. 


How do bulk and regular third-class mail differ from first-class mail? 


(1) The bulk third-class mailer must perform nine of the expensive manual 
handlings which the post office performs for first-class mail, as follows: 
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(2) Bulk third-class mail cannot be dropped in corner mailboxes, 

(3) All third-class mail is unsealed, subject to postal inspection. 

(4) Unlike first-class, it cannot be forwarded or returned. If the mailer 
requests forwarding addresses, a fee of 5 cents per mailing piece must be 
paid for each address furnished. 

(5) Since third-class letters do not require postage stamps in 90 percent of 
eases, due to the use of printed indicia, the Department saves huge sums in 
printing stamps and in the labor of canceling them. 

(6) Postmasters may not process third-class mail until all other mail re- 
ceived has been dispatched. Third-class mail gets deferred service, sometimes 
being delayed several weeks. 

Who else uses third-class mail? 


Almost half the population. Of the 2 billion cards mailed at Christmastime, 
1 billion are sent at the third-class rate. Typical volume users, other than 
business firms, are: PTA’s; Scout groups; State, county, and municipal gov- 
ernments; service clubs (such as Rotary, Lions, Kiwanis, etc.) ; churches; 
veterans’ organizations; and business enterprises of every type. 

Has the bulk rate for third-class mail been increased since 1928? 

In 1949 the pound rate (which applies to heavier pieces of third-class-mail 
matter, including small sealed packages up to 8 ounces) was increased from 
12 cents to 14 cents. On July 1, 1952, the minimum piece rate was hiked 50 
percent, from 1 cent to 114 cents. 

It is estimated that these 2 increases have provided an additional $95 million 
annually to the post office. 

What was the revenue from third-class mail in fiscal 1957 ? 
$281,500,000 on a volume of 15,700 million pieces. 


What was the cost of creating these pieces of sales literature? 
Hundreds of millions of dollars. 


This, too, is an investment in our fee- 
enterprise economy. 


List @ few businesses and individuals which rely on third-class mail for their 
economic well-being 
Printers, envelope manufacturers, typesetters, graphic-arts industry, letter 
shops, copywriters, lithographers, charities, manufacturers and sellers of mail 
and office equipment, merchandise suppliers, paper suppliers. 
What goods and services are sold through such advertising? 


Just about everything one can mention, from cheese to oil-drilling equip 
ment. Every State of the Nation yields some product or service sold through 
direct-mail advertising. The Federal Government has no accurate data re 
garding the nature and extent of such sales, but educated estimates in the 
industry range from $15 billion up. 


What is the total work force directly or indirectly employed through such sales? 
Four to five million people, in all parts of the Nation; about 7 percent of 
the labor force. 


In view of these important economic facts, what basis is there for the comment 

that all such sales literature ends up in wastebaskets unopened and unread? 

Absolutely none. Businessmen simply will not spend money on Advertising 
which does not produce results. 


Why do so many newspapers editorialize against third-class mail, calling it 
“junk” and “nuisance” mail? 


It’s mainly a case of knocking competition. Advertisers have found that 
direct mail produces results. While such advertisers still buy newspaper 
space, many divert some of their dollars to direct mail. This diversion of ad- 
vertising dollars is abhorred by newspaper publishers. 


How many business firms use third-class mail? 


There are presently 250,000 bulk third-class permit holders. 
use third-class mail without permit at a slightly higher rate. 


Are these firms large or small? 


Both. It is recognized, however, that direct mail advertising is primarily 
used by most small-business men. Thousands of such businesses do not have 


In addition, many 
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the capital or the broad market to permit full-page newspaper or magazine ads, 
net-work radio, and television shows. 

A number of witnesses who testified before the Senate and House Postal 
Committees have only 3 or 4 employees and earn an annual net income of about 
$5,000. The postal service has enabled such small businesses to prosper. Some 
such companies have grown from 3 to over 500 employees. The record is replete 
with cases of individuals creating, through direct mail, prosperous businesses 
which provide employment opportunities for hundreds of thousands of people. 

No one knows the exact total of tax revenues received from individuals and 
businesses by all levels of government as a result of direct mail sales, but the 
amount is a substantial percentage of all tax revenues. Obviously the national 
economy as well as the Government benefits. 


Are there cases where direct mail is the only advertising medium which can 
be used effectively? 

Many. Mailing lists may be obtained which enabie businessmen to pinpoint 
their sales messages. The phrase “rifle approach” is often used to distinguish 
direct mail from the “shot gun” approach of other advertising. This rifle ap- 
proach enables the New York music publisher, for example, to reach every 
music teacher in the United States with a message having an appeal only to 
them. If required to advertise in the 1,620 daily and the 8,633 weekly news- 
papers, the cost would be prohibitive. 


Has any Federal agency studied the problems of small business firms selling 
by mail? 

Tears have been shed for the plight of the small-business man, but neither 
the Commerce Department nor the Small Business Administration has looked 
into the problems of the direct-mail industry. On the contrary, these agencies— 
supposedly spokesmen for business—have urged the enactment of postal-rate 
increases which would drive countless thousands of small mailers to the wall. 


Why are these agencies of Government so little concerned about the problems of 
business users of the mail? 


The direct-mail fraternity is anything but a compact industry. Mail users 
operate in so many unrelated and diversified fields that so far they have not 
been able to organize effectively to exert influence on Senators and Representa- 
tives. Unless and until business mailers make their concerted views known 
to Congress, the Commerce Department and the Small Business Administration 
will continue to be disinclined to develop data showing the possible impact of 
rate increases on their economic well-being. 


Would the Summerfield embargo order on third-class mail have been issued in 
April 1957 if mailers had been effectively organized? 
No. 


Does third-class mail pay its way? 


Clever propaganda has convinced Congress and the public that postal ratés 
have remained static since 1932 when the first-class letter rate went to 3 cents. 
One has to search the fine print to learn that the third-class minimum piece rate 
was increased 50 percent as recently as 1952, advancing from 1 cent to 1% cents. 

Third-class mailers receive no credit for having absorbed this stiff increase at 
a time when the goal of the administration was to halt inflation. 

The Postmaster General now proposes that the increase over 1932 bulk rate be 
made 150 percent through a 21%4-cent minimum piece rate. In fact, he was instru- 
mental in persuading the House of Representatives to approve such an exorbitant 
rate last year. He argues that a $25 per thousand rate for third-class bulk mail 
will increase revenues from third-class mail by $128 million—always falsely 
assuming that volume will remain at 15 billion plus pieces. 

There are a number of ways to demonstrate that third-class mail is paying 
its way at present rates. We must remember that third-class mail was created 
by Congress to keep idle postal employees profitably occupied. While the Post 
Office Department’s cost ascertainment figures show third-class mail causing 
a deficit of anywhere from $108 million to $200 million (depending on which 
Department witness you listen to), a close inspection of post-office briefs re- 
veals that calculations do not take into account the deferred service which third- 
class mail endures. 

Former Deputy Postmaster General Stans has testified a number of times 
that third-class mail is entitled to a substantial discount below cost-ascertain- 
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ment figures—a proper reduction in price to reflect third-class mail’s bottom posi- 
tion on the service totem pole. In other words, the third-class deficit figures are 
inaccurate by the Department’s own admission. 


What should the discount be? And is there a deficit? 


During the period 1932-46, the rate ratio between the preferred premium- 
service first-class mail and third-class mail was that of 1 cent to 3 cents. Since 
there was no loss during that 14-year period, we might assume that a ratio of 
1 to3 is sound and proper. 

When the third-class rate was advanced to 1% cents in 1952, the ratio was 
narrowed to 1 to 2. If the bill passed by the House is adopted, the ratio will 
be narrowed to 2% to 4. The proposal for a 5-cent first-class rate contained 
in the President’s budget message is unrealistic in an election year and need 
not be considered here. 

When the 2%-cent rate for bulk third-class mail was recommended to Con- 
gress in January 1957, no justification was given for the newly conceived ratio. 
Such ratemaking is irresponsible, punitive and potentially destructive. In effect 
the Congress is asked to increase the first-class rate by 3314 percent over 1932 
rates, while hiking the third-class rate 150 percent during the same period. 

Another method of arriving at an answer to the question of whether or not 
third-class mail pays its way is to make comparisons with businesses which set 
different rates for different services. 

For instance: 

The Department has testified many times that third-class mail is to first 
class as the night telegram is to a straight wire. A straight telegram is dis- 
patched immediately. The night letter gets deferred handling. A 50-word 
straight telegram from Washington to New York City costs $2.70. The same 
number of words sent by night letter costs but 90 cents—a ratio of 3to1. While 
the cost of handling both seems to be the same, Western Union would rather 
have its expensive facilities utilized at night than to stand idle and produce no 
revenue during these hours. Profitable business is attracted by the lower rate. 

The same principle is used for the pricing of box, orchestra, and balcony seats 
in theaters. The bleacherite at a ball game pays much less than the fan sitting 
in the box at first base. Utilities set prices for gas and electricity to customers 
on the basis of peak and slack periods. While a third-class letter inay look just 
like a first-class letter and weigh exactly the same, it is entirely different. Too 
few people understand this factor. 

Associated Third-Class Mail Users has never used third-class mail to send its 
bulletins to members. It is willing to pay the 3 cents per ounce rate to assure 
prompt handling and delivery. If the association were willing that its bulletins 
reach members a week or two later, it would use the third-class rate. 


Would the Post Office Department save money if third-class were eliminated? 


Bills have been introduced in Congress to wipe out third-class mail. Un- 
doubtedly others will make their appearance in the future. These measures have 
been vigorously opposed by the Post Office Department. Why? A loss of $160 
million would result. 

When the Postmaster General ordered a 3-month embargo of third-class mail 
in April 1957, he told Congress and the public that he would save $30 by such 
a move. Unfortunately, he neglected to mention that no revenue would be 
received from that eategory of mail during the 90-day period. Since third-class 
mailers pay $70 million in postage every quarter, it will be obvious that there is 
presently a $40 million profit from third-class mail every 3 months. Even with 
long-range planned economies, the Department could not save an amount equal 
to the revenue usually derived from third-class mail. 

Even if third-class mail were legislated out of the postal service, overhead 
would continue. No postmaster would be fired. Rural and city carriers would 
continue on their jobs. Clerks hired for 8-hour shifts would simply have less 
to do. The postal establishment pre-dates the Republic. It was designed pri- 
marily to carry personal messages between citizens. That essential function 
will continue whether third-class mail lives or dies. 

In the light of this truth, we.can better judge the faults of the cost ascertain- 
ment system. One example will suffice: Third-class mail was assessed $58,682,- 
000 as its share of rural free delivery costs in 1957. Thirty-two thousand rural 
letter carriers travel about 114 mililon miles every working day, each carrier 
averaging a salary of $4,270 annually plus 9 cents for every mile traveled. If 
third-class did not exist, these public servants would still travel down that long 
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road every day. The $58.6 million assessment against third-class mail is there- 
fore both unrealistic and deceptive. 


What will happen if Congress adopts a $25 per thousand rate for bulk third- 
class mail? 

Volume would drop severely. Some qualified observers predict a reduction 
from 16 billion to 10 bililon pieces annually. Envelope manufacturers, printers, 
lithographers, letter shops, paper suppliers, to mention but a few affected busi- 
nesses, would suffer economic reverses. Thousands upon thousands of marginal 
mailing lits of names would be unusable at the 214-cent rate; they simply could 
not show a profit at such prohibitive postage rates. 

When post and postal cards were increased from 1 cent to 2 cents in 1952, the 
volume dropped from 5 billion to 3.75 billion the first year. Asc. 0. d. fees have 
steadily increased, the use of this service has diminished. The same can be 
said for special delivery, insured mail, parcel post and other postal services. 


What is the official attitude of the Department regarding third-class mail? 


Although a $280 million customer of the Department, officials there rarely 
have a kind word for third-class mail. In fact, the announced goal of the De- 
partment is to reduce the volume of third-class mail, as evidenced by the follow- 
ing testimony given before the House Appropriations Committee in 1957 by 
Maurice Stans, the then Postmaster General : 

“Congressman CANFIELD. This leads me to the question: Does the Department 
currently have in mind any recommendations bearing on any changes regard- 
ing third-class mail other than in the rate bill? 

“Mr. Srans. The only change we have in mind at the present time is to in- 
erease the rates. We think then the law of diminishing returns will hold the 
volume of that mail to a reasonable level.” 


If third-class mail volume is severely reduced as a result of drastic rate hikes, 
will the Department realize the $128 million increased revenues it predicts 
from this category of mail? 

By no means. The $128 million figure is based on a constantly increasing 
volume of third-class mail. The expectation of such increased revenues is 
belied by the statement of Mr. Stans, quoted above. Although third class is a 
quarter-billion-dollar customer of the post office, it would appear that the pro- 
prietor, the Postmaster General, does not appreciate this business. On the one 
hand, the Department tells Congress it will drive much third-class mail out of 
the postal service and, on the other, that a $25 per thousand rate will not affect 
volume. 


Will the sale of goods and services be reduced as third-class volume drops off? 
Without question, there will be a significant reduction in sales. 


Will this lead to more unemployment and lower tax payments? 
Undoubtedly. 


Will the Federal Government realize a net increase in revenues of $547 million 
if the postal rates are increased as proposed? 


No. Since almost 80 percent of all mail is sent by business, increased postage 
costs will be written off in tax returns as a proper charge of doing business. It 
is impossible to estimate the extent of reduced tax revenues through unemploy- 
ment, reduced sales, and business failures, but the amount could very well ex- 
ceed $547 million. As previously pointed out, advice and guidance on these para- 
mount questions has not been sought from or given by the Commerce Department 
or the Small Business Administration. 


What is the answer to the continuing plea for higher and higher postal rates by 
the Postmaster General? 

First of all, it is universally known that the postal service is, to use the words 
of former Deputy Postmaster General Stans, “archaic and antediluvian.” Pep- 
pered with politics and patronage, it has ofttimes become the whipping boy of 
the political party not in power. 

As so graphically demonstrated on Edward R. Murrow’s recent See It Now 
program, the postal service operates today much as it did 100 years ago. 
Great savings could be achieved through a modernization program adapted 
to the age of automation, yet the present Postmaster General allowed 5 years 
to go by before asking for the necessary funds to embark on a program of 
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modernization. In January 1958, he finally asked for an appropriation of 
$1 billion, spread over a 10-year period, to lift the postal service out of its 
Victorian morass. 

A DETAILED POSTAL POLICY IS NEEDED 


More important is the need for a detailed policy declaration by Congress, 
one which will outline the functions and purposes of the postal service, ear- 
mark the free and subsidized public-welfare services it performs, and point 
the way for the creation of a truly modern postal service, one in which the 
American people cun take pride. 


POSTAL POLICY 


The following questions and answers describe the policy fight and the need 
for congressional action in this critical area: 


Would the proposed rate bill raise all postal rates? 


No. The bill now pending in the Senate does not touch the free items, nor 
would it raise the so-called exempt categories—mail carried at specially re 
duced rates for educational, charitable, fraternal, or other qualified groups of 
users. 


Does the post office actually perform services for which it does not charge? 
Yes. These services are undertaken by the post office as a matter of public 
policy. They may be divided into two main groups: 
I. These items of mail are delivered free: 
Mail for the Pan American Union 
Mail for the Pan American Sanitary Bureau 
Mail for the blind 
Newspapers in the county in which published 
Mail for widows of Presidents 
Mail for members of the Armed Forces in certain areas 
II. These services are performed free by the post office, but do not involve 
carrying mail: 
Alien address reporting 
Sale of documentary stamps 
Sale of migratory-bird stamps 
Sale of United States savings bonds and stamps 
Services for the Civil Service Commission 
Messenger service for official mail 
Custodial service for other agencies occupying space in post-office buildings 
FCC Health Service 
Collecting fees for customs on dutiable mail 
Providing notary-public service for the people 
Help the armed services find relatives of deceased servicemen 
Aid FHA in surveying housing vacancies. 
Make flags available for the funerals of veterans 
Distribute income-tax forms for the Department of Internal Revenue 
Administer oaths of office 
Witness declarations of competence by private bondsmen 
Receive and transmit funds for volunteer charities (heart, cancer, polio, asthma 
funds, etc.) 
Certify widows and children in January and July for continued pension benefits 


What are some examples of rates set below cost for reasons of public policy? 


Post Office Department reports show that books, library books, and educa- 
tional films account for about $15 million of the annual deficit. Publications 
which qualify as charitable, educational, fraternal, etc., cost over $46 million a 
year more to handle than is charged for them. Other examples could be given. 
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If the post office is really to be run as a business, shouldn't some of the smaller 
post offices be closed? 


No private business could afford to maintain branches where the manager’s 
(the postmaster’s) salary was greater than the sales. This is actually the case 
with most of the smaller, fourth-class post offices. It has been estimated that 
nearly $52 million is lost annually by maintaining third- and fourth-class post 
offices. Yet neither the public nor the Congress would permit their closing, nor 
do we believe they should. 


Can all public services be measured in terms of doliars and cents? 

No. We can measure the cost of providing rural free delivery service to any 
area with more than three families per mile. We can measure the cost of 
Star-route service, which goes to any place where deliveries can be made. We 
can measure the cost of providing services which are now free or paid for at 
normal rates. But there are many subsidies, some hidden, some direct. It has 
been estimated that the public-service costs of the Post Office Department are 
over $300 million annually. 


Does the post office still carry mail free from all Government agencies (franked or 
penalty mail) ? 

No. The taxpayer still foots the bill, but the cost of postage for Government 
agencies now comes out of the appropriation for such agency instead of being 
part of the deficit. This change in labels reduced the postal deficit by an esti- 
mated $36,400,000 annually. 


Do we still subsidize airmail? 


Yes, but in 1953 the airmail subsidy was shifted from the Post Office Depart- 
ment to the Department of Commerce, and the post office thereby reduced its 
annual deficit by $80 million. 


Has the post office ever helped subsidize other forms of transportation in order 
to help develop them? 


Yes. Traditionally, every new form of transportation, starting with the stage- 
coach, has received help from the Government through mail contracts granted 
by the Post Office Department, contracts in which cost was a very secondary 
consideration. This has been true of the railroads, steamships, automobiles, 
helicopters, and airplanes. 


What about service to newly developed areas? Does that wait until it can 
generate enough mail volume to be worthwhile? 


An occasional Postmaster General in the past has tried to put such a limita- 
tion on expanding service, but Congress and the public would not stand for it. 
Throughout our history the post office has helped push ahead the frontiers of 
civilization without regard for cost. The first letters to Alaska, for instance, 
cost about $400 each to deliver. Yet they bore the same 2-cent stamp as did 
vull other first-class letters of that day. 


So how can we talk about running the post office like a business when there are 
all these free services; other services, which for policy reasons, are handled 
at nominal rates; and when public interest, not business practices, dictates 
continued expansion of service? 


There is a basic conflict. The present administration of the post office has 
not dared to touch the specific rates in which Congress over the years legislated 
ways in which the post office should be run for the public interest. On the 
other hand, someone must pay for running the post office. Postmaster General 
Summerfield has ruthlessly pointed the finger of shame and blame at the business 
community saying in effect, “This is your bill. You are cheating if you don’t 
pay it.” 


Just what does the so-called deficit amount to in relation to what it costs to run 
the post office? And how does this compare with other Government 
agencies? 

Last year the post office took in enough revenue to cover 88 percent what it 
cost for operations. 
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COMPARISON OF US: POST OFHICE 
RECEIPTS WITH THOSE OF OTHER 
MAJOR FEDERAL AGENCIES 


Current Fiscal Year 


( Millions of Dollars ) 






wea Gross Budget 
Expenditures 
ee Applicable Receipts of 


401 Public Enterprise 


2,714 


3 interest on the public debt ond refunds omitted 


No other agency of Government begins to approach the record of the Post 
Office Department. Only in other cases the cost of operating in the public 
interest is called an “appropriation” and not a “deficit.” 

Will service improve if rates go up? 

No. The proposed rate increases will not make any money available for 
capital improvements or any major overhaul of postal service. Major changes 
require an appropriation by the Congress for that purpose. 

Should postal pay be tied to postal rates? 


No. Income of any Government department should not determine salaries. 
Salaries of postal workers should be based on the same considerations which 
govern the pay of other Government employees. 


Will the pending postal rate bill balance the postal budget? 


No. And if postal salaries are increased again this year, the same arguments 
being used by the administration to push the present rate bill would be valid 
for an additional increase. 
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Has there ever been a formal expression of policy in regard to the post office, the 
principles by which it should be run, and why? 

Not in the last 100 years. There was a study made at the direction of the 
Congress in 1844. The conclusion reached, and approved by the Congress, was 
that: “The United States postal service was created to render the citizen worthy 
by proper knowledge and enlightenment, of his important principles as a 
sovereign constituent of his government; to diffuse enlightenment and social im- 
provement and national fellowship; elevating our people in the scale of civiliza- 
tion and bring them together in patriotic affection.” 

The present Postmaster General, by the legislation he requests and the method 
of his administration can mold postal policy to a large extent. Never has a 
Postmaster General strayed so far from the principles set forth in 1844 as has 
Postmaster General Summerfield. 


In the absence of a policy clarification, isn’t it inevitable that business faces a 
series of postal rate increases? As the public service costs mount, won't the 
accusing finger be pointed at business again and again? 


Yes. So long as the post office is run on two opposing theories at the same 
time; so long as it continues to preach business and practice public service, 
business will never get credit for shouldering its share of the burden. 

The Cuatrman. We will meet tomorrow morning at 10:30. The 
Postmaster General will again testify and answer questions. 

The committee is adjourned for today. 

(Thereupon, at 12:05 p. m., the committee was adjourned, to recon- 
vene at 10:30 a. m., on Wednesday, February 12, 1958.) 
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WEDNESDAY, FEBRUARY 12, 1958 


Unirep Srares SENATE, 
ComMItTer ON Post Orrice AND CIVIL SERVICE, 
SvuscoMMITree ON Posrat Rares, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:35 a. m., 
in room 135, Senate Office Building, Hon. Olin D. Johnston, chair- 
man of the committee, presiding. 

Present: Senators Johnston, Neuberger, Church, Yarborough, and 
Carlson. 

Also present: Senator Robertson. 

William Brawley, executive director, Committee on Post Office and 
Civil Service, and Frank A. Paschal, professional staff member. 

The Cuarrman. The committee will come to order. 

We have with us this morning Postmaster General Summerfield, 
who will testify at this time. I understand that he may not follow 
his manuscript; he may have some pictures to show. 

Proceed at your convenience, Mr. Summerfield. 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
GENERAL OF THE UNITED STATES, ACCOMPANIED BY EDSON 0. 
SESSIONS, DEPUTY POSTMASTER GENERAL; ORMONDE A. KIEB, 
ASSISTANT POSTMASTER GENERAL, BUREAU OF FACILITIES; 
AND HYDE GILLETTE, ASSISTANT POSTMASTER GENERAL, BU- 
REAU OF FINANCE 


Mr. Summerrietp. Thank you, Mr. Chairman and members of the 
committee. I would like to present this program this morning, 
Mr. Chairman, in the following sequence: I would like to open the 
hearing with a showing of a ‘15-minute film which will show the 
members of the committee the condition of the post. offices of the 
United States and some of the modern equipment that we have de- 
signed and built to expedite the delivery of the mail and reduce the 
handling costs. 

I thought by showing this film we could give you a complete pic- 
ture of the Post Office Department and its problems. Following the 
presentation of that film I have a prepared statement that I would 
like to read into the record, and then show you a number of charts 
which will be self-explanatory. 

So if we might proceed, Mr. Chairman, on that basis, I would be 
very happy to answer any questions at the conclusion of the formal 
presentation. 
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The Cuamman. That will be satisfactory. 

Mr. Summerrreip. I would like to say this film was prepared hur- 
riedly. It is not in its final form. We intend to show this film 
throughout the country later on. 


(Thereupon, a film The Story of the U. S. Mail, was projected for 
the committee. ) 


(The following are the comments as recorded from the film:) 


Our method of handling the mail is old fashioned. Our population today is 
nearly 180 million, and it is growing so rapidly that by 1985 we will have about 
250 million people. By 1985 our suburbs will at least double in size, which 
means that we will have to cover much more ground with the mail. 

We are building a million new homes every year. By 1985 we will be build- 
ing 2%4 million new ones each year, every one of which will need regular mail 
service. What is more, today, America has over 41%, million businesses. By 
1985 it will have more than 6 million. Each will depend upon the mail service 
to help it succeed. 

Now, let’s compare our mail needs another way. Our United States of Amer- 
ica covers only one-fiftieth of the globe, but we handle nearly two-thirds of all 
the mail in the world, over 61 billion pieces each year. Our growing population 
enjoys more employment, more money, more prosperity, and the best standard 
of living ever known. These are happy facts for our people. But they create 
real problems for your postal service. 

Because of this growth and prosperity we must handle more mail than ever 
before with a postal plant that is already bursting at the seams. 

Starting in 1953 the management of your Post Office Department began ag- 
gressive programs to modernize the handling of your mail. I want to show you 
some of these modern machines but you will understand them better if you look 
at some of the outmoded operations still in use today. Look at the crowded 
conditions under which these clerks must work. Certainly we urgently need 
improvements here. Many of our post offices were great edifices in their day but 
they were designed more for pictorial elegance than modern convenience. They 
are good examples of wasted space. In winter they are poorly heated and in 
summer poorly ventilated. Behind the lobby we still sort letters by hand in 
much the same manner as they did in Ben Franklin’s day. And when we are 
crowded like this, your mail is slowed down, and money is wasted. 

On the average, your letter must be handled at least 17 times, each time by 
hand. This is slow and tedious. Parcel post problems are severe, too. First 
we must read each address, throw the package into the right hamper, and 
workers must push the hampers by hand and lift the packages by hand and 
send them on their way. Again, slow and tedious. 

Now you know that our big bottleneck is getting the mail into, through, and 
out of the post offices. But we are making real progress and improvement in 
our determination to speed up your mail. For example, here is a two-story 
machine which sorts letters. With five clerks, this machine can sort 15,000 
of your letters each hour, hour after hour, day after day. It doesn’t get tired. 
The clerks here can sort to 300 destinations. 

Compare this with the hand-sorting clerk who can only sort to about 84 
destinations ata time. The machine is faster and surer. 

Here is another new way to speed the mail, called the Mail-Flo system. We 
have moving mail in Detroit between floors, eliminating confusion and a lot of 
costly walking and manual handling of mail. Conveyors are electrically con- 
trolled and move the mail. The new trays weigh less than a pound. The old 
ones weighed 414 pounds. 

Let’s suppose it is dispatch time for Arizona. The dispatcher calls “Arizona” 
into a loudspeaker. The clerk then takes the mail from the Arizona pigeonholes 
and places it on the conveyor belt which speeds it on its way. After some 50 years 
we are at last merchandising the handling of parcel post, too. 

In Baltimore the conveyor belt brings packages to the keyboard operator who 
reads the address and punches the right key. The electronic eye measures the 
parcel size. Your parcel post packages are accurately and swiftly pushed into 
the proper chute. 

These new machines are only the beginning of our modernization program. 
Other machines can do the job better and faster and are in the process of 
development. 
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We are making improvements outside, too. Let’s look in at our old friend 
and neighbor the postman, who calls on you day after day, rain or shine. By 
regulation he is limited to 35 pounds of mail in that sack on his shoulder yet 
he has to deliver much more than that every day. So we use sterage boxes 
We call them relay boxes, along the way. 

The letter carriers can then load their shoulder sacks from these boxes, but 
postal trucks must load the relay boxes, and other trucks must deliver your 
parcel post packages along the same route the carrier walks because the 
packages are too big, too heavy for him to carry in the shoulder sack. This 
means it takes 2 trucks, 2 drivers, and a foot carrier to serve the mail. To help 
solve this problem the new mailster has been delivered. With this the mailman 
ean carry up to 500 pounds and parcel post packages. This speeds your mail 
and your mail is better protected in bad weather and so is your carrier. 

Here is another way we are taking the load off the mailman. With this 
special cart he can handle 2 bags of mail instead of 1, and they are on wheels, 
not on his back. Among our most important improvements are these new 
modern buildings, functional, beautiful, specially designed to serve the post 
office. You will find the interior good, too. There are open counters, similar 
to those in modern banks, replacing the old barred windows. Whether the 
post office counters are open or closed this lobby is always open, so that you can 
serve yourself day or night, Sundays or holidays. 

Here is a device that helps eliminate those tiresome waiting lines. To buy 
stamps you deposit your coin and punch the denomination of the number you 
want. The machine returns your exact change, too. 

If you rent a lock box, you get your mail even when the post office is closed. 
— I know you will be pleased to know that new ball point pens have replaced 
old ones. 

We are trying to make the mail job easier and postal service faster. 

Here is the way you business people can help. Put your outgoing mail into 
three piles: local, out of town, and airmail and special delivery. Your post 
office can give you these local and out-of-town labels. 

Here is something new that we are introducing through our larger post offices 
to help heavy mailing. We call this pressure sensitized tape. It won’t stock 
to your clothes, to your desk, but it will stick to itself, like this. See how easy 
it is to use? 

Here is another tip. Mail your letters 2 or even 3 or 4 times during the day. 
Doing this helps relieve the heavy loads that back up in your post office after 
6 p. m., with much mail missing the best connections to other cities. So we 
ask all patrons to follow this advice. Separate local from out of town, tie 
bundles securely with twine or the new tape you have just seen. Use zone 
numbers. And above all, mail early and often. 

We will continue to work with the National Bureau of Standards, leading 
research and engineering firms, and methods and machines that will speed your 
mail even faster than those you have just seen. Right now, in laboratories, 
we are building and testing some of these machines of tomorrow. For example, 
this is an experimental automatic machine which separates ordinary letter-sized 
mail from parcels and other off-sized items such as extra large letters, hotel 
keys, and so forth. 

We must make this separation since the stamping machine can handle only 
normal letter-sized envelopes. 

Here is the next step after collection of the mail in a bin. This is the experi- 
mental automatic canceler. First, regardless of whether the letter enters the 
machine upside down or right side up or forward or backward, the electronic 
eye finds the stamp. The next component postmarks the envelope and cancels 
the stamp. Then it moves on into the sack. 

Letters move through these machines at the rate of 30,000 per hour, 500 per 
minute, 8.3 per second. 

Canceled letters held in trays then are ready for the next step by the experi- 
mental machine. Here electronic stamps automatically type and print ad- 
dresses for 18 different cities or States. 

Here is a code control automatic letter sorting system we have under test at 
another laboratory. This one can be expanded to sort to 1,000 different desti- 
nations. This machine greatly reduces the number of times a letter has to be 
sorted by hand. The operator reads the address on the letter, punches the 
right key, and codes the address on the envelope. The machine takes over 
and by reading that code sorts the letter properly. 
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Here it is, reading the code and sorting letters. There is practically no limit 
to the number of bins to which it can sort. But for testing purposes this ex- 
perimental machine uses only a few. And we are working on other machines, 
Some of these are about ready to reach the laboratory for testing under actual 
work conditions in the post office. Others are still being improved by the re- 
search engineers. While still more are in the idea stage. for new equipment. 

So you can see that from what we already have, and what we are developing 
and planning for tomorrow in research laboratories, we are making very real 
progress toward our goal of next-day delivery of your letters between any 
pair of cities in the country. That is the kind of service you should have. That 
is the kind of service we want to give you; the kind to expect. And we can 
do it. We know we can. 


Mr. Suwmerrievp. I might add at this point, Mr. Chairman, those 
machines that you saw at ‘the closing part of that film are the most 
modern machines of their kind in the world. There is nothing known 
that compares with them. The first one of those machines will be 
installed in the Washington, D. C., post office about the 1st of June. 

The Cuarrman. That is something entirely new ? 

Mr. Summerrierp. Yes. That is the result of our own research, an 
engineering program that we have been conducting for the last 344 
years. 

Mr. Chairman and members of this committee, at your invitation 
I have returned to your committee today for further discussion of the 
amendment to H. R. 5836, which would establish a 5-cent rate on each 
ounce of nonlocal letter mail, as proposed by the administration in the 
1959 Federal budget. 

The time of my appearance is especially timely. Yesterday, the 
President announced that he had directed me to present to the Con- 
gress a program for modernization of the postal plant, including the 
repl: weement, or rehabilitation and expansion, of many of its build- 
ings, and the procurement of newly developed modern mail-handling 
equipment. 

I would like to read for the record, for the committee, the Presi- 
dent’s statement as of yesterday released to the press: 


The President today directed Postmaster General Summerfield to present 
promptly to the Congress the $2 billion program to modernize the obsolete 
physical plant of the Post Office Department over the next 3 to 5 years. The 
program will involve rehabilitating, enlarging. or replacing 2.500 Government- 
owned post-office buildings, replacing or remodeling 12,000 leased buildings, and 
providing modern mail-handling equipment for all postal facilities. 

Under the new program developed by the Postmaster General, the funds for 
private investors for construction of new post offices to be occupied under lease 
will approximate $1.5 billion. The capital investment to be made by the Gov- 
ernment is estimated at $175 million a vear for the period of the program, and 
would be for mail-handling devices and other equipment for these new leased 
buildings, such as you have seen in this movie. and for the costs of rehabilitat- 
ing and expanding some of the federally owned post offices. The total postal 
modernization program would. therefore, involve more than &2 billion. and 
would affect every section of the United States. The Government’s portion of 
these expenditures would be financed by the revenues from increased postage 
rates proposed by the administration and now before the Congress. The budget 
message has proposed a 5-cent letter rate on out-of-town letters, a 4-cent rate 
on local letters, and increases in other classes of mail. The plan contemplates 
that the postage above 4 cents on first-class mail: namely, the fifth cent on 
out-of-town letters, which will amount to $175 million a vear, will be used to 
pay the modernization cost. The remaining increases would provide about 
$500 million a year to reduce the postal deficit estimated at $850 million annu- 
ally, including the pending wage increase for postal employees proposed in the 
budget. 
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When the program is completed, the added revenues and the improved and 
efficient operation which can then be expected, should permit further reduction 
in the remaining deficit. 


During the past 4 years the Post Office Department has gained valuable 
experience from its leasing program whereby 2,000 new postal buildings have 
been built to its specifications by private investors, and leased to the Depart- 
ment. These postal buildings pay local taxes and are sound investments for 
their owners, eliminate need for Government capital, and are economical in that 
they are more efficient for modern mail-handling methods. The new buidings 
to date have been leased at less cost per foot than the older, unsatisfactory 
spaces. 

During this same period of time the Post Office Department has had a research 
and engineering program underway whereby modern mechanical and electronic 
mail-handling equipment has been developed to the stage it can now be in- 
troduced in new postal facilities. This equipment will speed mail deliveries and 
help to reduce postal costs. Necessary appropriations will be requested for the 
fiscal years of 1958S and 1959 to start immediately the postal facility moderniza- 
tion program as soon as the postal rate increases have been enacted. 

Unless prompt steps are taken to build and equip the thousands of new 
post offices needed throughout the country, and remodel and refurbish many 
others, the postal service will deteriorate. This must not happen. 

The President urges the Congress to approve the plans to modernize the 
postal establishment, as they were presented by the Postmaster General. 

That is the close of the President’s statement, as of yesterday. 

In many respects, the prepoes that I am here to present corre- 
sponds with the one outlined by a member of this committee, Senator 
Carlson, on the floor of the Senate a few days ago. It contemplates 
the expenditure of approximately $2 billion over a period of 3 to 5 
years to provide improvements in the postab facilities in every sec- 
tion of the country. 

This plan has the dual benefit at this time of not only providing for 
the needs of the postal service, but of giving the economy a timely 
stimulus. Fortunately, the progress of our research and development 
programs of the last 4 years has brought us to the point of tech- 
nological knowledge where we can promptly and effectively proceed 
with the modernization of our mail-handling methods. We are 
prepared to begin to introduce entirely new mechanical and electronic 
devices to handle mail. 

_A large part of the cost of this program will be financed by private 
investors, and I might add, that is in the best American tradition. 
Our leasing activities of the last 4 years have provided 2,000 new 

g } P 
post offices planned and built under our specifications. We now pro- 
pose to rehabilitate, enlarge or replace 2,500 Government-owned post 
office buildings, replace or remodel 12,000 leased buildings and provide 
modern mail-handling equipment for all postal facilities. 

The Government’s expenditures will be those necessary to equip 
these buidings with modern machines and devices, and to rehabilitate 
and enlarge, as well as equip, some of the federally owned post offices. 

The Government’s share of this cost will be planned for expendi- 
tures at the rate of $175 million a year. It is proposed that this will 
be financed by the extra cent above the 4 cents that we are asking the 
Congress to add to each ounce of nonlocal mail, which will likewise 
amount to approximately $175 million a year. 

I would like to urge upon this committee the fact that these new 
facilities and the improved service that will result are necessary to 
make meaningful to the public the increases in postage that we need 
to reduce the fantastically large postal deficits. 
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I would like to review again our financial predicament. 

As you will recall, in my last appearance before your committee on 
January 24, 1958, I outlined our current fiscal situation and pointed 
out that the aggregate of our postal deficit since 1945 to the end of 
this fiscal year will amount to $6 billion. 

For fiscal year 1959, we anticipate a minimum operating deficit of 
$700 million, exclusive of other possible increases such as contem- 
plated in the various pay bills nouthaiens the Congress. 

The facts were presented by me which show beyond the question of 
a doubt that the 5-cent letter rate is equitable, necessary, and in the 
public interest. These facts included: 

1. Letter mail cost coverage is now far below the historic average. 

2. Letter mail no longer pays a fair share of total costs of operat- 
ing the Post Office Department. 

3. Letter mail is the only service that has made no contribution 
whatsoever, in terms of rate adjustments in the last 25 years to help 
defray operating cost increases. 

4. Considering the decrease in the purchasing power of the dollar, 
a letter taking a 3-cent stamp in 1932 would cost 6 cents today. 

5. The Senate action in 1951 in voting a 4-cent rate underscored the 
reasonableness of the 5-cent letter rate today. 

6. Thirty-four postal systems in foreign countries charge approxi- 
mately 5 cents for letter mail, even though their labor costs average 
one-third to one-half of our own postal employees. 

7. Out-of-town letter$ cost more to handle. 

8. A 5-cent letter rate conforms with policy provisions of H. R. 
5836. 

9. The proposed increases in letter rates are still less than recent 
increases in the telegraph and telephone industries. 

Senator Frank Carlson's speech on the floor of the Senate on Fri- 
day, January 21, 1958, served to point up the serious dilemma that 
your postal service is now facing. On the one hand, we have huge 
mounting deficits with an urgent need for rate adjustments to help 
defray operating-cost increases and remove the burden from the gen- 
eral taxpayer of financing these huge growing deficits. On the other 
hand, we have the serious problem of obsolescence of our outdated 
postal facilities all over the United States. 

Federal public works funds have not been appropriated for new 
United States post office buildings since 1938. During this period 
of 20 years our national population has increased from 130 million 
to 170 million—a gain of 31 percent—and the mail volume handled 
in our post offices has increased from 26 billion to 61 billion pieces— 
a gain of 135 percent. 

Marked changes have taken place in the transportation pattern of 
common carriers during this 20-year period. For instance, in 1938 
there were approximately 6,600 trains carrying mails and today there 
are about 2,400 mail-carrying passenger trains—a reduction of 63 
ae This means that we must relocate many post offices once 

uilt for railroad service but now served by other transportation 
means. It means that we need a different type of structure—one 
with land areas required for driveways, and with platform space 
and docks for truck dispatches and deliveries. 
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Every city in the Nation has experienced a large-scale movement 
to the suburbs. There have been over 16 million new non-farm resi- 
dential units built, each a new stop for the mailman. 

The physical plant of the Department has not kept pace with the 
Nation’s growth. More than half of the post office space is concen- 
trated in 3,300 Federal buildings, all located in key gateway cities. 
These buildings, built in the late thirties or earlier, some over 50 
years old, are mostly monumental in character and completely 
unsuited for today’s mail-handling problems. They are multistory 
with narrow bays, poor lighting, inadequate trucking facilities, and 
cannot be easily remodeled for mechanization. 

During this period of rising costs basic postal rates have remained 
at the 1932 level and the Post Office Department has operated at ever- 
increasing, huge deficits. The Department has had to depend upon 
small amounts in its annual appropriations to attack this huge 
problem of an obsolete plant, instead of through a long-range build- 
ing program. 

The Department has been making progress in improved service 
by encouraging private enterprise to build some buildings for lease 
to the Department. This program as far as it has gone has proved 
successful, economical, and highly desirable. To date, however, we 
have been unable to replace our obsolete large Federal buildings, 
or provide modern equipment, because of inadequate funds. 

Our research and development program has now produced a 
break-through in new concepts of merchandized mail handling. With 
the first results of this program now available, the Department is now 
in a position to enter into a planned capital improvement program 
which will combine modern, one-story, functional post offices, and 
the newest and most efficient mail-handling equipment with better 
working conditions. This program, when completed, will substan- 
poe reduce our costs to counteract the ever-increasing volume of 
mail. 

While the Congress at this time is considering giving the Depart- 
ment the help it needs to overcome its fiscal plight, it is important for 
it also to provide the Post Office Department with the means to mod- 
ernize its obsolete post offices. The increase in the first-class rate on 
out-of-town mail to 5 cents per ounce will go far to accomplish this 
objective. 

A substantial part of the Federal buildings and also the privately 
owned buildings which are leased to the Post Office Department are 
badly in need of modernization or replacement. To modernize or 
replace these several thousand buildings will cost about $1.5 billion 
and this entire investment would be financed by private capital. The 
only Government funds necessary would be for the purchase of equip- 
ment to be installed in these new or modernized facilities, and for 
rehabilitation and enlargement of some Government-owned buildings. 
This program, already underway on a very small scale, should be 
rapidly accelerated with the objective of completion within 3 to 5 
years. 

To summarize, this program would offer the following advantages : 

1. It would give us a modernized postal service that will take care 


of the present volume, as well as the anticipated 75 billion pieces 
of mail by 1970. 
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2. It will make possible an important reduction in the costs of han- 
dling the increased volume of mail through modernization and the 
elimination of obsolete equipment. 

3. The poor working conditions existing in most offices will be im- 
measurably improved for our more than 500,000 dedicated postal 
employees. 

4. The morale improvement will be reflected in greatly improved 
service. 

5. The major portion of the capital expenditure necessary for the 
program will be provided by private capital rather than by a direct 
ppropriation by the Congress and a further demand upon the Treas- 
ury of the United States. 

In conclusion, Mr. Chairman and members of the committee, our 
postal service affects every family in the United States and it is abso- 
lutely necessary that this greatest system of communication on earth 
be maintained in keeping pace with the growth of our country. 

Today the postal service of our country is truly at the crossroads. 

One road leads to fiscal responsibility and better mail service. 

The other leads to still heavier tax burdens on the general public, 
increased postal subsidies to the large mail users, and Seavordeble de- 
terioration of mail service. 

The Post Office cannot stand still. 

The choice, Mr. Chairman and members of the committee, is yours 
to make. 

Mr. Chairman, I have asked the Deputy Postmaster General, Mr. 
Sessions, to pass to you a copy of a brochure that we prepared during 
the year 1954, outlining in some detail, with accompanying photo- 
graphs, the Post Office plight. 

I brought this brochure along this morning in order to make it 
very clear to the members of this committee that this program that 
we are announcing today and asking this committee to consider is not 
a program that was dreamed up as of yesterday or the day before. 
This is a program that we have worked diligently in preparing, after 
surveying the postal needs throughout this country, beginning back 
late in 1953. 

With your permission, Mr. Chairman, I would like to proceed 
through this brochure and show you some accompanying charts as I 
proceed. 

I would like to impress upon your minds that this was prepared 
in 1954, There have been some changes made to bring this up to date. 

In order to serve the people of our rapidly growing nation—and 
in order to be a humane employer of more than 500,000 men and 
women on our payrolls—the Post Office Department is faced with the 
necessity of undertaking a program of medernization and new con- 
struction so that it may adequately serve the postal needs of our dy- 
namic economy. 

There are today 26,000 postal facility units in rented, leased, or 
Federal buildings in the United States, and the vast majority need 
modernization or enlargement and, in some cases, replacement. We 
are operating in many post offices built 50 or more years ago, which 
are still using equipment and lighting of a bygone period. They are 
badly rundown, outmoded, and overcrowded. There are also 13,363 
small fourth-class post offices where facilities are provided by the 
postmasters. These ate not involved in this proposal. 
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I would like to show you this post office which happens to be located 
in a city just a few miles from my home city of Flint, in Saginaw, 
Mich. This post office was built way back more than 50 years ago in 
1898. 

Senator Rozerrson. What they called the gingerbread period. 

Mr. SumMerrieLp, That is right, Senator. This building has ap- 
proximately 40,000 square feet within it. Here is a modern post 
office of a similar capacity, 40,000 square feet. 

The old building will not accept modern equipment. It is not built 
or planed for it. This huilding is located in an area where there are 
no parking faciilties, with no space left for us to provide for docking 
facilities for the motorized equipment used by this particular post 
office. 

This building, when the post office has been removed from it to a new 
modern post office, and in which an efficient operation can be conducted, 
can well be used for other Federal offices in the community; so it will 
not represent a loss inspace. And the rentals of the present Govern- 
ment agencies in other locations in that particular city, which agencies 
can be moved into this building, would offset to a major degree the 
cost of the rental that we are paying for this. 

There is no more area in the block. This particular incident is 
duplicated many, many times throughout the whole United States. 

Here is another one. Here is a post office in Boise City. Senator 
Church, I think you would be particularly interested in this one. 

Senator Caurcu. I don’t recognize it. That must not be Boise, 
Idaho. 

Mr. SummerrietD. Boise City, Idaho. 

Senator Cuurou. If that is our post office in Boise City, Idaho, it 
has changed since that diagram was made. 

Mr. Summerrierp. But it is still the same building. It is 80,000 
square feet. You will contrast that, if you will, with a modern, new 
building that is now out for bids of a similar capacity. You see the 
docking space, the parking area for our own equipment, the parking 
space for customers, a brightly lighted modern building where people 
can work efficiently. This old building can be occupied by other 
departments of government that do not have the same service require- 
ments to perform for the general public such as we do that require 
motorized equipment. 

Here is another one, Edwardsville, Ill., 8,000 square feet. That one 
is over 50 years old. 

And here is one that is over 100 years old, still being used today. 
No Member of the Congress, no member of this administration, no 
postal employee, can be proud of asking the people to work within 
that facility or ask the people of that community to put up with that 
kind of a facility for its postal service. 

Here is a building of an 8,000-foot capacity that would replace 
these types of buildings. 

Over the past 50 years the postal volume has increased 500 percent. 
It has more than doubled in the past 20 years—and is now increasing 
at the rate of about 4 percent a year and will continue to doso. This 
is an average for the whole United States. In many areas, the rate 
of growth has been much more rapid than the figures I have just given 
you indicate. 
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In some major cities, facilities are so inadequate that mail is being 
sorted on the sidewalks, rain or shine. In many more, mail is handled 
on outside platforms or in alleys. Platforms and driveways are in- 
adequate to accommodate modern trucks. 

If you will look at that brochure, there is a fine example of working 
on the outside in Denver, Colo. And, I might add, it gets a bit chilly 
during the winter months in Denver. 

Even when postal employees work in the shelter of post-office build- 
ings, thousands work under bad conditions—with inadequate space, 
poor ventilation, and obsolete lighting. Morale and efficiency, as well 
as health, are bound to suffer. 

Here are some pictures that you cannot see well, but they show 
you some actual examples of the type of working conditions that exist 
in thousands of post offices throughout this country. 

The foregoing examples are typical of conditions in a lamentable 
number of post offices, large and small, throughout the country. They 
are due, not to a lack of awareness or initiative on the part of the 
Post Office Department, but to a lack of the necessary funds to do the 
job which needs to be done. 

The limited money that has been available to the Post Office De- 
partment has produced invaluable benefits. On the facing page are 
“before and after” pictures taken in the Philadelplria Post Office, 
Note the change in illumination and attractive use of color. Even the 
stools have been modernized. The old rigid rest-bar stools have been 
replaced by new adjustable stools of more comfortable flattop design. 

In place of old-fashioned hand trucks, some modern conveyor sys- 
tems have been installed. Back-breaking lifting of bundles and 
packages has been replaced in some places by automatic forklift and 
tow trucks, which are in almost universal usage in industrial plants. 
New standard commercial production-line modern trucks are now 
being introduced into the fleet. 

Here are some further examples. It is rather interesting, I think, 
that in 1947 we had a truck with 280 feet capacity, 1144 tons. That 
truck cost $2,198. It weighed 6,980 pounds. It had dual rear wheels, 
with heavy-duty tires. Today those have been replaced with 
34-ton trucks of 300-foot capacity which cost $2,253, weigh 5,100 
pounds, with single rear wheels. Deadweight savings, 1,880 pounds, 
and much improved maneuverability, 

The ton and a half truck, if we still used ton and a half trucks 
today, would cost far more than what we are paying, $2,253 for the 
3/4,-ton trucks, which have proved of average capacity to take care of it. 

In 1948 we had a 225-cubic-foot capacity truck, 114 tons, the cost 
was $2,210, the weight 6,500 pounds, dual rear wheels, heavy-duty 
tires. We have replaced those with three-quarter ton, with 140-foot 
capacity, cost $1,895, weight 3,880 pounds, single rear wheels, dead- 
weight saving 2,640 pounds. 

This gives us some examples of what we have been doing in that 
particular field. 

Designs have been prepared for the areas where the public is served 
which make the post offices pleasant as a modern retail store. 
Through its post offices the United States Government has its most 
intimate and frequent contact with the general public. 

Since January 1953 over 2,000 new postal buildings, built to our 
specifications and valued at approximately $100 million, have been 
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leased. Under lease-purchase, whereby buildings are bought out of 
rent, 45 projects creating $24 million in new construction, are ap- 
proved to date. “an Fe ; 

I would like to make it very clear at this point, this program that 
we are talking about this morning is not the lease-purchase program. 
This is a direct leasing program that we have used so successfully 
the last 4 years. And I might add, while we approved 45 projects 
under lease-purchase, only 3 have been built or are in the process. 
Obviously that system does not work in its present form. 

The CuamrMan. When you speak of the lease-purchase, what do 
you mean by that # 

Mr. SummerrieLp. Lease-purchase is a program whereby we lease 
a building and the rent is to apply against the total cost of the build- 
ing over a period of years, so eventually the Government owns the 
building. 

The Cuarmrman. That is in keeping with the bill passed by the 
Congress ¢ 

Mr. SuMMERFIELD. That is correct. 

While these additions to the Department’s physical plant are no- 
table, they represent only a start, so far as the need is concerned. 
Many times this number of buildimgs will be required to make the 
postal operation adequate to the needs of our rapidly growing popu- 
lation and national economy. 

Thousands of existing properties still need alterations and addi- 
tions, new lighting, and painting. And air-conditioning has become 
almost a “must” in a large part of the country for employee comfort, 
efficiency, and morale in modern offices and industrial plants. 

To handle increasing mail volume efficiently and economically, we 
urgently need to adopt a new 5-year building, modernization, and new- 
equipment program for the Post Office Department, affecting every 
State inthe Union. This is what I said in 1954: 

To modernize and maintain the postal plant, these approximate 
amounts should be spend over a 5-year period : 

(a) One and one-half billion dollars of private capital to build ap- 
proximately 12,000 new postal buildings Siettibeiea throughout the 
Nation. These would be built and financed by private capital and 
used by the Post Office Department under normal commercial lease 
agreements. 

(6) One hundred and fifty million dollars of Government funds 
for new lighting, painting, and air-conditioning, and long-deferred 
maintenance of federally owned postal buildings to assure postal 
employees of wholesome working conditions. 

(c) Two hundred million dollars of Government funds for the 
modernization and rehabilitation of approximately 60 percent of the 
space in present federally owned postal buildings to provide adequate 
space for handling mail. 

(7) One hundred and fifty million to four hundred million dollars 
of Government funds for modern time-saving and man-saving me- 
chanical equipment to handle mail better, faster, and at lower cost. 

In short, the Post Office Department needs to spend an average of 
$175 million a year, for the next 5 years, to bring and keep our postal 
plant up to date. 

The important question is—where can these needed funds be found ? 
With the urgent necessity of balancing the Federal budget, new 
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sourees of money must be found. With the present cost of operating 
the Post Office Department, set against the present revenue, these 
funds obviously cannot be provided out of present postal income. 

In considering sources of income it evil be borne in mind that 
three-fourths of the first-class mail originates from business and in- 
dustrial organizations, who, therefore, would pay three-fourths of 
the cost. 

Each increase, for example, of 1 cent in the letter rate would cost 
the average family only about 10 cents a month. An additional 1 
cent per piece on nonlocal first-class mail would produce $175 million 

r year. 

P That publie sentiment would recognize the desirability of an in- 
erease in postage rates has already been established by extensive sur- 
vey. These were made without reference to the proposed moderniza- 
tion program—which will make the change in postage even more 
acceptable, because of direct benefits to the public as a whole. 

The cost of this 5-year building modernization and new equipment 
program, as already stated, comes to $175 million per year. 

Moderate increases in postage rates would produce sufficient income 
to meet these costs and help reduce the present postal deficit. 

Few problems of government have a solution as simple as this, 
with such promising benefits affecting so many. 

I have two charts. These are current. We made these up because 
we thought it would give the members of this committee a little bit 
better idea of the impact upon the areas in which these post offices 
are to be built; in addition, of course, to the many benefits so badly 
needed by the postal service. 

The average new post-office building that we are speaking about 
will contain about 5,000 square feet, costing about $75,000 invested 
by private capital, and $6,000 in equipment invested by the Govern- 
ment. What does this mean? That these new facilities will be pro- 
vided in localities where they are so badly needed, and will remain 
on the local tax rolls. 

I know every man in this room recognizes how important that is 
to those communities throughout the country. Taxes will be paid by 
the lessor, The building contractors 

The Cuarrman. Let me ask you one question. Isn’t it true that the 
Federal Government is paying those taxes when it pays rent? The 
man who owns the building considers taxes when he sets the rent. 

Mr. Summerrtreip. Thank you very much for that observation, Mr. 
Chairman. I point out to you, and I hasten to, that the cost per 
square foot of the new buildings that we have built, the 2,000 to date, 
the overall cost per square foot, has been less than what we have 
been paying for the old leased obsolete quarters we have been occupy- 
ing, which I think is very interesting to have you gentlemen know 
about. 

The building contractors are affected, insurance people, investors, 
engineers engaged in the planning of these buildings, the mortgage 
bankers who provide the financing, the construction work, the archi- 
tects, the attorneys handling it, hundreds of large and small manu- 
facturers, the building crafts, the laborers, and at that point we esti- 
mate that of that $75,000 cost, 50 percent—or even better—will 
represent the amount paid to labor in those areas. 
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Transportation will benefit, railroads and trucks, the heating and 
ventilation companies, practically everybody in the community bene- 
fits by it, plus the fact that you have got a permanent capital invest- 
ment in improvement for that particular locality. 

Here is how this program will inevitably affect the whole country. 

I have outlined here some of the industries that are going to directly 
benefit by this program: Lumber, mining, building construction, 
transportation, pubhe utilities, commerce, insurance, finance, steel, 
clay products, cement, glass, floor covering, paint, roofing, metal 
products, plastics, and others. 

The CuHarmman. I don’t think we are giving this Department 
enough. However, I think we should handle the financing under 
the system I have suggested in regard to borrowing from the retire- 
ment fund. 

Mr. SummerrrevpD. Mr. Chairman, I represent the executive branch 
of the Government in this instance. All we can do is propose to the 
legislative branch, and it is up to the Congress to dispose or approve. 

May I point out again some of the advantages of this program. 

1. You will have improved mail service, and I am sure that the 
people of this country will be happy to have their mail service 
improved further. 

2, Permanent productive income for the community. 

3. Better working conditions for 500,000 dedicated postal employees. 

4. Stimulates urban renewal in depressed areas. There is one 
advantage in having had a program on a small scale such as I have 
outlined to you gentlemen this morning. I know of one thriving 
industrial city of the north where a new post office is going to be built 
in the immediate future, where, since the announcement of that new 
post office and its location has been announced, there have been an- 
nouncements made for the erection of a new office building and a new 
modern hotel, a new YMCA, all in the immediately adjacent area. 

This program has proven, almost without exception, that where 
we built a new modern post office in an area, almost immediately, 
there has been face lifting and modernization of the buildings in the 
whole surrounding area. 

It has served to start a very active participation on the part of 
the property owners of the community. 

5. Itcontributes to local taxes. 

6. It improves efficiency for handling increasing volume of mail. 

7./ It will lower the handling cost of mail per unit. 

8. It reflects the long-range planning that I have been talking 
about all during the 5 years that I have been your Postmaster General. 

9. It permits private capital investments of about $4 to each $1 
invested by the Government of the United States. 

10. We can start this program on a greatly accelerated rate, within 
60 days from this day in February. 

I might like to say this before we get into questions and answers. 
I am sure that every member of this committee realizes that there 
isn’t any department of the Government that is any more important 
to the people of this Nation, to everyone of 170 million taxpayers and 
members of their families, than the greatest communication system 
on earth, the United States Post Office. And we have reached the 
point where we can no longer proceed with business as usual in the 
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outmoded establishments throughout this country. And I think it is 
most lamentable that the American people, who have indicated in 
overwhelming numbers in polls taken all over this country—that they 
want the post office run on a businesslike basis, they want modern 
equipment within the post office, and they want modern facilities and 
still better mail service, and they have expressed their willingness to 
pay for it by an increase in the postal rates in first, second, third 
class and airmail. It seems that fate has provided an excellent op- 
portunity to have this work done at a time when modernization is 
needed and at a time when communities throughout this country will 
be aided by the additional jobs that the program will create. 

So I think it is an opportune time for the Congress to recognize 
this situation that we have discussed and to take action on this par- 
ticular problem forthwith. In the doing, I know of no greater con: 
tribution that you can make to the permanent good of the people of 
this country. 

Thank you, Mr. Chairman. 

The CHamman. We have with us the chairman of the Subcom- 
mittee on Appropriations of the Senate. 

Do you have any questions, Senator Robertson ? 

Senator Roserrson. Mr. Chairman, the chairman of the Subcom- 
mittee on Appropriations, Post Office supply bill, first wants to ac- 
knowledge with thanks the gracious invitation of the chairman and 
the senior member, Mr. Carlson, to sit in on the hearings today be- 
cause, as you know, the chairman of the Appropriations Committee 
has a very lively interest in what is being considered. 

He listened with interest to the initial prepared statement of the 
distinguished Postmaster General and heard him conclude by saying 
that the Post Office Department cannot stand still. I think the mem- 
bers of this committee will agree with the members of the Appropri- 
ations that between the demands of the postal employees for bigger 
pay, and the taxpayers for smaller deficits, and the patrons for better 
services, we can’t stand still either. 

The big question is where are we going, and when. 

I agree with the Postmaster General. I want to say that I have 
gotten more mail on these two subjects than on anything that has 
been before us so far this session. Now is the time to get started. I 
have heard with interest his explanation of his $2 billion plan for 
equipment and modernization. He listed 10 advantages. We don’t 
have to call it a WPA, and we can defend it against the charge of 
being boondoggling. Undoubtedly we have many obsolete post of- 
fices. They need to be modernized. I saw the pictures on the new 
equipment. I got a bulletin from Prentice-Hall, and they have a big 
researc! staff, and they are generally accurate and factful, but I 
think they went overboard a little bit by saying in this bulletin that 
we could wipe out the anticipated $700 million deficit in the Post 
Office Department by a program of modernization. 

That isn’t what the Postmaster General told us this morning. He 
said that by an investment of $500 million over a period of 3 or 4 
years 





Mr. Sum werrrerp. $175 million a year for 3 to 5 years, which 
would make the sums between $525 million and $875 million in total. 
Senator Rogertson (continuing). That we could greatly improve 
the efficiency of operations. It would not displace any present work- 
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ers but you would have vacancies from retirement, death, and other- 
wise that you wouldn’t fill. And in the end we would reduce this big 
deficit. 

We all know we are going to have a pay bill. That is already on 
the calendar. The Virginia Press Association has gotten a little un- 
easy about this new proposal and asked me to bring its views to the 
attention of this committee. Would the chairman object if I put 
that. letter in the record ? 

The CHarrman. No. We are glad to have any information. 

(The letter referred to follows:) 


VIRGINIA PRESS ASSOCIATION, INC., 
Richmond, February 10, 1958. 
Senator A. WILLIs Ronertson, 
Senate Office Building, Washington, D. C. 


DerarR SENATOR ROBERTSON: In the past you have been very helpful to this 
association and the newspapers of Virginia in conveying our sentiments in regard 
to postal matters to your fellow Senators, members of the Senate Post Office and 
Civil Service Committee. We are again asking your assistance in this regard. 

We are advised that the Senate Post Office and Civil Service Committee will 
rewrite the former H. R. 5836 and H. R. 7910 for probable action on the Senate 
floor by Tuesday, February 18. We are also advised that the revised bill would 
propose 3 successive increases in second-class postal rates; namely, 10-percent in- 
creases in editorial each year, and 15 percent in advertising portion each year. 
Previously, the newspaper industry had been advised that 3 annual increases 
of 10 percent each totaling 30 percent over the 3 years would be made. Although 
the 30-percent increase follows very closely a previous 30-percent increase, 
and even other increases prior to that, the industry generally agreed that an 
increase in postal costs along with the rapid increase of cost of everything else 
probably was necessary and could be absorbed if it was kept on a reasonable basis. 
However, the proposed increase of 15 percent on the advertising portion is more 
than we feel is reasonable, and we also fee! that there should be no differentia: 
between the advertising portion and the reading portion of the paper rather than 
leaving it at a flat 10 percent of the entire portion of the newspaper. The pro- 
posed change in the postal-rate increase from 10 to 15 percent on the advertis- 
ing content apparently is just another move to get more revenues for the Post 
Office Department from second-class mail rather than based on any realistic 
approach to the whole problem of newspaper publication. The increase in rate 
proposed for the advertising portion in reality will be a tax on advertising in 
the newspapers rather than a realistic approach to the cost of second-class postal 
handling by the Post Office Department. To this we object very strongly. 

The press of economic factors at the present time, as you know, is hitting 
the country generally very hard, our smaller communities are feeling the slow- 
down in business very greatly, some of our industries are curtailing their pay- 
rolls, the agricultural income is greatly reduced in many of our communities 
and the belt tightening is becoming necessary for everyone and particularly for 
our hewspapers who feel the economic reverse probably more quickly than many 
other lines of business since the newspaper is the barometer of local business. 
Absorbing this increase in postal rates is going of necessity be very much of 
a problem and we hope that the increase can be kept at the originally planned 
10 percent for the entire content of the newspaper each year for the next 
3 years rather than a differential of 10 percent for the editorial portion and 
15 percent for the advertising portion. Your efforts in this regard will be very 
much appreciated. 

We are also advised that controlled circulation publications will again attempt 
to secure second-class mailing privileges for themselves in this new legislation. 
You were very kind in exerting your influence to keep second-class mail matter 
a pure category rather than prostituting it with the throwaway free circula- 
tion, shopping guides and other junk-mail matter. Legitimate paid-in-advance 
newspapers devoted to the cause of community news and community projects 
vigorously oppose the attempt of strictly commercial advertising mediums from 
using the Government’s postal system for purposes of delivery at greatly 
reduced rates without offering any public-service facilities to the people gen- 
erally. Your previous thinking and help on this subject has been very much 
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appreciated and we hope that you will feel so inclined to continue to oppose 
this on our behalf. 


Thanking you for your past favors and your help in this matter, I am, 
Yours very truly, 


Ep O. Meyer, Secretary-Manager. 

Senator Rosertson. It was a very nice letter. They thanked me for 
helping them in the past, and I answered and said that I was glad 
to ain them in the past, but that I was in a tough situation right 
now becausy, as the Postmaster General has pointed out, we are look- 
ing at a $700 million deficit right in the face. We will have « pay 
bill that will put it up over a billion dollars. So everybody knows 
we have to have a postal-rate bill. ’ 

The Virginia newspapers said they wouldn't call it a depressing 
depression, but a little embarrassing recession, so to speak, a little 
unemployment in some areas, and some of the newspapers aren’t get- 
ting as much advertising as they used to. They didn’t take too 
kindly to the suggestion that the House bill didn’t put enough on 
newspapers. 

They said 10 percent a year for 3 years, they thought, they would 
make an effort to take that. But when they said 15 percent a year 
on advertising, that was a little too much. 

What do you think about that, Mr. Secretary ? 

Mr. Summerrtevp. I am inclined to agree. 

Senator Ropertrson. You agree with whom ? 

Mr. Summerrretp. Would you state your question again? 

Senator Roserrson. I thought you were like the man running for 
the legislature, and they asked, “How do you stand on the squirrel 
bill?” And he said, “Some of my friends favor the squirrel bill, 
some of them are against the squirrel bill, and I am for my friends.” 

The Virginia newspapers said 10 percent a year for 3 years would 
be enough increase on second-class mail, and they said here the pro- 
posal is for 10 percent on editorial matter and 15 percent a year for 
3 years on advertising matter, and that because of some hardships 
and lack of prosperity in some sections that would be a burden. 

Which would you favor, 10 percent a year for 3 years or 10 percent 
on editorials and 15 percent on advertising ? 

Mr. Summerrievp. Fifteen percent on both. 

The bill that we propose, Senator, was proposed after much careful 
thought and consideration of all of the elements, of all the consider- 
ations that could and should properly be taken into consideration. 
The bill as introduced and passed by the House of Representatives is 
a satisfactory bill so far as the Post Office Department is concerned, 
excepting on the first-class rate. 

Senator Rorerrson. The next proposition, if I may develop one 
other point: As I understand, you recommend 4 cents for local deliv- 
ery of first-class mail and 5 cents for everything that goes outside of 
town. 

Mr. Summerrievp. That is correct. 

Senator Rozertson. You said in your prepared statement that first- 
class mail was not paying its way ? 

Mr. Summerrrevp. That is correct. 

Senator Rozerrson. But on the face of it, first-class mail is paying 
its way. The total revenue of first-class mail exceeds the cost of 
handling it, according to our last figures. You said that it took 2-, 
3-, and 4-ounce mail that went first class from industry to make it up. 








“w 


Cv owe 


Ve 


| & Vs 


-_ 


"oe 


—" 


wwe 


_— 


_ 


“ 


POSTAL RATES 419 


I would like to have you amplify your statement on first-class mail, 
because to my recollection, last year we had figures to show that first- 
class mail overall would bring in net revenue of around $50 million. 

Mr. SumMmerrie.p. I think there is a mistake, Senator. The first- 
class mail lost approximately $30 million, not considering any prefer- 
ential charges against it, strictly on a cost-allocation basis. I think 
you are thinking about 1955 figures or 1954. In 1956 there was an 
actual loss of $30 million, without any consideration of the prefer- 
ential service that first-class mail does and did receive, and will con- 
tinue to receive. 

I might add, if I may, by way of explanation, traditionally first- 
class mail has been priced for ratemaking purposes since the begin- 
ning of time, insofar as our national post office system is concerned, 
at about 140 percent of allocated costs. But since 1932, while our 
costs have been going up, first-class mail rates have not been increased. 
Therefore, first-class mail has not absorbed any part of rising costs. 

Now we are not getting 140 percent of allocated cost. In fact we 
are below 100 percent, so that we had a loss in 1956 of approximately 
$30 million. 

The Cuatrman. How much revenue was received from first-class 
mail ? 

Mr. Summerriecp. What year? 

The Cuamman. 1956, the latest report that you have. 

Mr. SuMMERFIELD. In 1956 it was $1,013 million. 

The Cuatrman. So it was short $30 million in $1,013 million? 

Mr. SumMerrievp. Yes,sir. It is about 3 percent. 

The Cuatrman. Each cent brings in, then, $334 million, at that 
rate. $1,013 million divided by 3 would be in the neighborhood of 
$333,333,000. 

Mr. Summerrtevp. The total cost is $1,043 million, and the receipts 
were $1,013 million, or a loss of $30 million in 1956, Senator Robert- 
son. 

Senator Roserrson. Mr. Chairman, I am very glad to get that mis- 
apprehension on my part cleared up because I remember when that 
was a very substantial profit from first-class mail, and at that same 
time we had a bill to increase first-class mail along with the others 
when first-class mail was showing a profit. 

I have just one other question. 

I haven’t seen the testimony you gave before the House Appro- 
priations Committee, but I heard that you are asking for more money 
to operate the Department. Ifso, how much more? 

Mr. SumMerrieLtp. Approximately $96 million more for fiscal 1959 
than was given us in 1958. 

The Cuarrman. How much more do you expect to receive in reve- 
nue in 1958-59 than you did in 1957-58 ? 

Mr. SuMMERFIELD. Mr. Sessions will read it. 

Mr. Sesstons. The estimated revenue for fiscal 1958 was $2,629 
million; the estimated revenue for fiscal 1959, $2,745 million. 

The Cuatrman. How much more is that? 

Mr. Sesstons. About $116 million more. 

The Cuarrman. That is just about the amount you are asking addi- 
tionally in the appropriation, so it will go back into the Treasury 
and it comes from the Treasury. 
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Mr. Summerrtievp. All of our revenues go into the Treasury. 

The Cramman. So you are only asking for about the additional 
amount of revenue that you will get out of the present rates. 

Mr. Sessions. It is close; $116 million more estimated revenue as 
aga ainst $96 million more for expenditure. 

Senator Rozerrson. I want to thank you for sitting in with you, 
and I am very grateful to the fact that when it comes to my time 
to look into these problems, and to pass on how much we are going 
to appropriate, I will have the benefit of the chairman of this com- 
mittee, Mr. Johnston, and the senior colleague on the Republican side, 
Mr. Carlson. 

Thank you. 

The Carman. We certainly are glad to have you with us. The 
only reason I bring it out is to let you know that the Post Office 
Department. is not “asking for any more than it had in additional 
revenue coming in. 

Mr. Summerrtetp. Mrs. Summerfield has alw: ays told me that Iam 
very, very careful with budgets, Mr. Chairman. 

And may I thank Senator Robertson, too, Mr. Chairman. 

The Cuamman. Certainly. 

Mr. SuMMERFIELD. Senator Robertson, may I express my apprecia- 
tion as Postmaster General and the members of the post office organ- 
ization for your appearance this morning, and your questions. 

Senator Roperrson. You know, of course, not only of my personal 
friendship for you but of my great interest in the work you are doing. 
1 would like light on how we can help this situation along, consistent 
with our obligations, and I welcome it. 

Mr. Summerrietp. You have always been most welcome as the 
chairman of the Subcommittee on Appropriations in the Senate, and 
we are grateful. 

The Fcomasinc, The subcommittee extends its thanks to you, Sena- 
tor Robertson, for appearing before it, and seeing at first hand the 
problems of the Post Office Department and this committee. Thank 
you for coming. 

Senator Cartson. I appreciate your coming here this morning. 
You follow the regular line of the Postm: aster Generals we had 
before us. 

I well remember Postmaster General Donaldson appearing before 
us urging the modernization of the Post Office Department. 

In the 84th Congress our chairman had a study committee which 
did an excellent piece of work and they saw the need and recom- 
mended modernization. In the 83d Congress I happened to be chair- 
man of the committee and we had a study committee that made the 
same recommendations. 

The Hoover Commission recommended improvements and modern- 
ization of our postal operations. 

It was for that reason that I made my statement on February 21 
that you mentioned in your prepared statement this morning. 

I have reached the conclusion personally that Congress itself is not 
going to vote as has been mentioned by the distinguished Senator 
from Virginia, who, after all, is chairman of the sube ‘ommittee that 

handles these appropriations for the Department, any $700 million or 
shenrens 3 is necessary to modernize the Post Office Department. We 
are just not going to do that. 
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With thut background and that thought, and the experience that 
1 had in Kansas as Governor of the State, whereby we allocated a 
mill tax on real property in the State for the construction of educa- 
tional buildings at our State university, our State colleges and our 
eleemosynary institutions, and saw the results of it, I decided that I 
would offer at least a suggestion that we set aside 1 cent on nonlocal 
mail revenue for a modernization of the Post Office Department. And 
with that in mind, I prepared an amendment—I didn’t prepare it, 
I had the legislative drafting service prepare an amendment to H. R. 
5836, which is a House-approved rate bill, and the only bill we have 
before us at the present time in the committee, and I am not going 
to read the amendment, but I want to at least mention what it does. 

It is called postal modernization fund. Section 301 reads: 

There is hereby established in the Treasury of the United States a trust 
fund to be known as the postal modernization fund, hereinafter referred to as 
the funds. The fund is hereby appropriated for the purposes set forth in sec- 
tion 303. 

Section 303 provides for three things. That this money which 
would be set aside from this 1 cent nonlocal mail would be: 

First, for conducting research, either directly or through private or other 
organizations, and for other purposes of improving methods, equipment, and fa- 
cilities for handling the mail. Second, acquiring and placing into operation 
equipment and facilities for the more efficient and economical handling of the 
mail. And third, constructing or otherwise acquiring buildings and other 
related properties which would more efficiently serve the needs of our postal 
service. 

I would like to ask you if that isn’t about what you have testified 
to this morning / 

Mr. SuMMERFIELD. It is, sir. 

Senator Carson. At the time I prepared this amendment, at the 
time I made my statement on the floor of the Senate, I had no thought 
of a statement from the President of the United States which follows 
rather closely, I believe, some of the suggestions that I had made. As 
a matter of fact, I had not heard the statement read until you read it 
this morning. 

| want to ask you one or two questions about our mail problems. As 
1 understand it, New York City handles about one-tenth of the mail of 
the United States, and I noticed recently in the New York Times that 
the Post Office Department wishes to spend $100 million to modernize 
the New York Post Office. If $100 million were required in New York 
City to handle that operation, would that mean that it would take 
10 times that much, or about $1 billion for the Nation ? 

Mr. Summerrrerp. No. That figure that appeared in some of the 
papers was not a release that came from the Post Office Department. I 
don’t know just where those figures did come from. 

We are going to spend a substantial sum of money in the New York 
area. Some of the things that we are going to do is to modernize 
the general post office to provide an underground tunnel between the 
general post office and the Morgan Annex so that we can take some of 
the dozens and dozens of heavy pieces of equipment off the street 
that now operate in such congested traffic that it is an impossible situ- 
ation. 

And the modernization of those two post offices, the contracts for 
engineering improvements, are presently out and should be back 
in our hands in the immediate future, so we can proceed with that. 
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As to the costs, I do not know at this moment what the cost will 


Senator Cartson. The question that I want to get into the record 
is this: First, if you were given $175 million a year for 3 or 5 years, 
whichever period the Congress should determine, would you be in 
position to greatly improve and modernize the postal operations of 
this country ? 

Mr. Summerrrevp. Yes, sir. 

Senator Cartson. Then I would like to ask you this question: Do 
you have plans and programs available for immediate work on this? 

Mr. SumMerFIELD. Enough to start the program. 

Senator Cartson. The Senator from Virginia mentioned this Pren- 
tiss-Hall letter, which is rather interesting, and they reach a great 
clientele. I was interested in the statement that he brought out, that 
they seem to think that $700 million would do this job, and of course 
as the Senator from Virginia stated, their contention is of course that 
if we had the Post Office Department modernized with $700 million, 
we wouldn’t need any increase in rates. I have some questions as to 
that. 

Is $700 million a figure that we might use when we discuss this? 

Mr. Summerrrevp. The figure that we gave before, Senator, of 
$175 million a year for not to exceed 5 years, should do this job very 
well. That is $875 million over a period of 5 years. 

Mr. Chairman, may the amendments proposed to H. R. 5836 be 
included in the record ? 

The CHairman. Without objection they will be made a part of the 
record at this point. 

(The proposed amendments follow :) 


AMENDMENTS TO H. R. 5836 py SENATOR FRANK CARLSON 


On page 2, line 17, strike out “4 cents” and insert in lieu thereof “5 cents”. 
At the end of the bill add a new title as follows: 


“TITLE III. Postar MopERNIZATION FunpD 
“ESTABLISHMENT OF FUND 


“Sec. 301. There is hereby established in the Treasury of the United States 
a trust fund to be known as the “Postal Modernization Fund” (hereinafter re- 
ferred to as “the Fund’), The Fund is hereby appropriated for the purposes set 
forth in section 303. 


“PAYMENT OF CERTAIN POSTAL RECEIPTS INTO THE FUND 


“Sec. 302. The Postmaster General shall pay into the Fund periodically from 
postal receipts an amount estimated by him to be equal to 20 per centum of the 
gross receipts from postage on first class mail, the rate for which is established 
by the first section of the Joint Resolution of June 30, 1947 (61 Stat. 213; 39 


U. S. C. 280), as amended by section 102 (a) of this Act, at 5 cents per ounce 
or fraction thereof. 


“EXPENDITURE FROM FUND 


“Sec. 303. Moneys paid into the Fund, together with any income thereof under 
section 304 (b), shall be available during the period ending on June 30, 1963, for 
obligation by the Postmaster General for the purpose of— 

“(1) conducting research, either directly or through private or other 
organizations, for the purpose of developing improved methods, equipment, 
and facilities for the handling of the mail; 
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“(2) acquiring and placing into operation equipment and facilities for 
the more efficient and economical handling of the mail; and 

“(3) constructing or otherwise acquiring buildings and other related 
property which will more efficiently serve the needs of the postal service. 


“MANAGEMENT OF FUND 


“Sec. 304. (a) It shall be the duty of the Secretary of the Treasury to hold 
the Fund, and (after consultation with the Postmaster General) to report to 
the Congress not later than the first day of January of each year (beginning 
with 1960) on the financial condition of the Fund as of the end of the next 
preceding fiscal year. 

“(b) It shall be the duty of the Secretary of the Treasury to invest such 
portion of the Fund as is not, in his judgment, required to meet current with- 
drawals. Such investments may be made only in interest-bearing obligations 
of the United States or in obligations guaranteed as to both principal and inter- 
est by the United States. 

“(c) Unless otherwise provided by the Congress, any portion of the Fund 
remaining unobligated at the close of business on June 30, 1963, shall be covered 
into the general fund of the Treasury. 


“REPORT OF POSTMASTER GENERAL 


“Sec. 305. The Postmaster General shall include in his annual report to the 
Congress for each year a detailed report of his activities during such year 
under this title.” 

Senator Cartson. You have mentioned how rapidly our mail has 
increased in the last 20 or 30 years. I believe we handled 60 billion 
pieces in 1956 or 1957. Which was it? 

Mr. SuMMERFIELD. Sixty-one billion pieces this year, and 59 billion 
in 1957. 

Senator Cartson. In other words, we are increasing our mail vol- 
ume about 3 billion pieces a year, or we have been doing that. That 
is not only going to require additional space and additional equip- 
ment, but it seems to me that we have an opportunity now, at this 
time, to really carry it through with a program that would be some- 
thing that the Nation could look forward to, and later back to, as a 
program that was not only needed but that we will have the courage 
to do it. I hope we will do something with this program, and give 
some thought on that basis. 

At the end of this period, 3 years or 5 years, the rate goes back to 
the 4-cent rate. In other words, the 1 cent would be eliminated. Is 
that your understanding of it? 

Mr. SumMerrrevp. It was not our proposal, sir. Our proposal was 
that we have a 5-cent rate, and that was made prior to your speech 
that. you made on the Senate floor suggesting that the 1 cent be set 
aside for this particular purpose. There was no plan, as far as the 
administration is concerned, to have the 5 cents run for a definite 
period only. 

Senator Cartson. In other words, the administration recommended 
5 cents for first class nonlocal letters ? 

Mr. Summerrietp. That is right. 

Senator Cartson. I made some studies to see how far we would get 
in 3 years, because as I stated, I am convinced we are going to have 
to get some money outside of the direct appropriations. I served in 
the House of Representatives and we had to build post offices in every 
congressional district. That was quite a deal. We had a privilege 
every year of picking out a town where we would build a post office. 
We haven’t done that since 1938. Not that I want to pick out any. 
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I want to turn the Department loose to build some buildings that are 
badly needed to modernize it. That is the reason I threw that in. 

Thank you, Mr. Chairman. 

The Cuamman. In regard to the split-mail rate, Mr. Summerfield, 
we had several witnesses testify that it would be very difficult for 
them to put such a system into operation. Would you care to com- 
ment on that? 

Mr. Summerrievp. It can be handled, Senator, and effectively. As 
you will recall, in my last appearance before this committee I out- 
lined in some detail some of the problems concerned with the split 
rate, 4 for local and 5 for nonlocal, but that we had been able to work 
out a formula that would overcome that pretty generally. Of course 
it will not be quite as easy administratively as a straight 5 cents would 
be. But we feel we can handle the thing competently. 

The Cuamman. They thought some post offices might need addi- 
tional help in order to carry it forward. That was the testimony of 
most of them yesterday. That is what was brought out. Of course 
I wanted you to get a chance to answer that. 

Mr. Summerrrevp. I understand that that is the position that some 
of them took yesterday. I point out to you, Mr. Chairman, that they 
are not familiar with the plan of the Post Office Department. This 
committee heard my discussion of it, and my explanation of the prob- 
lem. The members of the postal organizations that were here yester- 
day did not. 

The Cuatmman. I think we had better explain one other feature, too. 
According to all the testimony the first elass is within about $30 mil- 
lion of paying its way. If you even put 4 cents on, it will pay about 
$300 million more than carrying its way with 4 cents. 

I thnk the reason for that, ‘and I think you have testified in the 
past in regard to it, is that first class gets preferential treatment. 
Then it is just a question of how much more they should pay for 
preferential treatment. Is that right? 

Mr. Summerriewp. That is correct. At this point I would like to 
say again to you, sir, and to the members of this committee, that over 
the years this Post Office Department has always charged about 140 

percent of the allocated costs applied to first- class mail. So this isn’t 
anything new. We are simply restoring the traditional ratio of first 
class mail’s absorption of the overall cost of the handling of the first- 
class mail. And I might add that that is the practice throughout the 
whole world. It isn’t peculiar and it wasn’t peculiar to Mr. Franklin 
way back then, one hundred and seventy-some-odd years ago. It has 
always been that way. 

The Cuareman. In 1932 it wasn’t that way, was it? It has varied 
from year to year. Isn’t that true. 

Mr. Sumerrterp. When the 1-cent increase went in in 1933, 
brought the expense ratio up to 146.1 percent. And I might add that 
1932 was not one of the most prosperous years. 

The Cuatrman. You mean the 3 cents brought it up to that? 

Mr. SumMerrrevp. That is right. When you went from 2 to 3 cents, 
the extra cent brought the percentage of the cost 





The Cn ATRMAN. But the 2 cents at that time was down around 100 
percent, is that right ? 
Mr. Summerriecp. It was 112.2 the year before. 
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The Cuatrman. Isn’t it also true that they were passing that for 
revenue at that time because of the distressed condition of the country ? 

Mr. Sumerrtev. I believe that is so. I have not read the record. 
I might add, the average from 1926 through 1941 was 140.5 percent 
of allocated costs. 

The CuHarrMan. In looking at this picture of increasing the first 
class, or any other, of course we must look at it as to how it will affect 
business. Some companies, particularly mail-order houses, may be 
put out of business. Isn’t that true? 

Mr. Summerrievp. I don’t think that is true, sir, with the legisla- 
tion that this committee is presently considering. Of that I am com- 
pletely confident. There is one thing that I am aware of, sir, having 
been in this business for most of my life, and partic ularly small busi- 
ness, and I might add very small in the early days: the last thing 
I want to have any part of is to have the Federal Government use 
any of its powers against any segment of the economy of this Nation, 
and we have taken that into very, very thorough consideration. 

I have read the testimony of those who protest that this postage- 
rate increase might well put them out of business. That is the same 
story that has been told the committees of the Congress year after 
year from time immemorial; that they love their little subsidy they 
receive, and I understand it, humanity being what it is. The facts 
are that the legislation before this committee, before the Congress 
and as passed by the House last year, does not in our opinion based 
ona long, lengthy study and analysis of all these conditions affecting 
these various concerns that have been doing the testifying and many 
that have not, is that such would not be the case, 

The Cuatmrman. Your statement, reading Tie the bottom of the 
page 4, reads as follows: 

During this period of 20 years our national population has increased from 
130 million to 170 million—a gain of 31 percent—and the mail volume handled 


in Our post offices has increased from 26 billion to 61 billion pieces—a gain of 
135 percent. 


That shows how the post office has been increasing in volume. 

Marked changes have taken place in the transportation pattern of common 
carriers during this 20-year period. For instance, in 1938 there were approxi- 
mately 6,600 trains carrying mails and today there are about 2,400 mail-carrying 
passenger trains—a reduction of 68 percent— 
although the volume of mail has increased 137 percent during that 
same period. So the railroads, you can see why they are hurting a 
little bit today, too, can’t you? 

Mr. SumMERFIELD. Yes; and I have great sympathy for the rail- 
roads and their particular problem. But, Mr. Chairman, there are 
no passenger mail-carrying trains being taken off of their schedules 
because of the Post Oflice Department to my knowledge. 

The Cramman. No; but we have taken off cars in different places. 
[ recommended that in the early fifties, and I think it should have 
been done. We used to pay for the empty car returning. 

I realize that they are consolidating some of the trains and eut ing 
off some. But what has made that big reduction of 63 percent wh ile 
we are increasing the mail by 135 percent? It is not all in your 
administration, I realize. It 1s over a period of 20 years 

Mr. Suwmerrrerp. If you have any question about it, it is the com- 
petitive situation that the railroads have been confronted with, plus 
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the fact that the railroads are still considered, insofar as the regula- 
tory laws are concerned, pretty much the way they were 50 years ago 
when they truly had a monopoly on transportation in this country. 
Such is not true today. 

I think that here again is a case where the Congress of the United 
States has not recognized these changes and at least the necessity or 
desirability of changing these ceandlation: in the light of today’s 
conditions. It is aw fully difficult for anybody in business, whether 
it be railroad or a corner grocery, to be in a position where he can’t 
compete with his competitors by reason of Government regulation. 

The CuarrMan. I am receiving some complaint on carrying ‘the mail 
by air for 3 cents. They said if you are going to charge somebody 
6 cents for airmail, it is not right to carry others for 3 cents. We are 
doing that at the present time. Isn’t that true? 

Mr. SuMMERFIELD. You mean some of the complaints that you have 
received ? 

The Cuarrman. Yes. Some other complaints are that mail is late, 
too. For instance, I am getting complaints like this: A man mails a 
3-cent letter and instead of it coming by first class from Jacksonville, 
Fla., it comes by air to W: ashington and then is shipped back into 
Virginia and distributed back over the railroad. Is that being done? 

Mr. Summerrietp. I am not aware that that particular instance 
is true, sir. But let me point out to you, the very figures that you 
mentioned a moment ago, about the decreasing number of mail-carry- 
ing trains, means the Post Office Department must find other means 
and methods of transporting this mail and maintaining the service 
or improving it. The Postmaster General is charged w ith the respon- 
sibility of moving the United States mails as expeditiously as possible. 
That we have done. We are not required to consider the cost factor 
necessarily. Nevertheless wedo. Wedo, Mr. Chairman, as we always 
have. The amount of first-class mail that is being moved by air today, 
overall, in the areas where it is being done in this country, is being 
done with substantial savings to the Post Office Department over and 
above what it was when we were paying for the use of other means 
of transportation. 

Everytime the railroads take a train off—and I don’t say this com- 
plainingly but realistically—the committee is entitled to know—we 
get a notice that such and such a train was taken off schedule. There 
is no provision made for us to handle the mail. We have to make it. 
We have to move that mail. You said a moment ago that we have 
taken some cars off, that the railroads have had some cars left. If 
there are 10 trains running between 2 given points, and you cut it down 
to 3, obviously the mail has to go by other means. Obviously you are 
not going to use as many mail cars. You haven’t as many cars to carry 
the mail. Our job is to move the mail as expeditiously as possible, and 
in so doing we recognize all the problems that those that serve the Post 
Office Department are confronted with. We try to be realistic, we 
try to be fair, and wherever we can adjust—not at the expense, how- 
ever, of the delivery of the mail—we are happy to do it. 

People do not hesitate to write when they have a complaint. They 
‘an send a thousand letters in the course of a year, and if one is late, 
we usually hear about the one, and I am sure you gentlemen in 
Congress do. 
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The Cuamman. If you don’t carry the mail most expeditiously, if 
it is even 3 cents, the man says there is no use in putting a 6-cent 
stamp on it. 

Mr. Summerriecp. Mr. Chairman, maybe you have forgotten for 
the moment that the first-class mail which goes by air goes on a 
space-available basis; whereas, airmail goes on a priority and_the 
sender knows that that letter is so going, that it will be shipped by 
air, be handled by airmail. That is the difference. 

The Cuairman. Another type of complaint is this: Because of no 
available space in airplanes, mail has missed rail connections. 

Mr. Summerrietp. That may happen occasionally. I can’t say it 
never has. 

The Cuatrman. Those are the complaints that I am receiving in 
regard to the airmail and how it is being handled. I am not criticiz- 
ing you but I think I should call it to your attention and to the 
public to let them know what is going on. 

Mr. Summerriep. The public are not objecting to it, sir. We have 
been doing it for coal years on this experimental basis. It has 
been very, very well received. We know that it has expedited the 
delivery of mail. We know that it has conserved the funds of the 
Treasury of the United States, and I think that is important to the 
people. In all probability in the future more mail will be sent by 
air. The Post Office Department, as has been said here in discussion 
of other points, cannot stand still. And you knov, it is an interesting 
thing, the very same complaints being made by some of those who 
have lost some of their mail volume to the Post Office Department, 
were the same complaints that the pony express made when the rail- 
roads moved in. 

If you would read the briefs of some of these court. cases that we 
have had, and that they had way back then, you would think history 
was repeating itself, because literally it is. But that is one of the 
things that come with change. There is nothing that we can do about 
that. 

The CHatrman. Do you have any questions, Senator Neuberger ? 

Senator Neupercer. Yes; I have a few questions, Mr. Chairman. 

As usual, the Postmaster General is very persuasive in the presen- 
tation which he makes on behalf of his cause, and I would like to ask 
a few questions, if I may. 

To begin with, Mr. ae General, was there any association 
at all between the fact that this statement was released from the 
White House yesterday on the same day that the Labor Department 
announced that some 4 or 5 million Americans were unemployed ? 

Mr. SumMerrievp. Coincidental. 

Senator Neupercer. Completely coincidental ? 

Mr. Summerrietp. As it happens, Senator Neuberger, I was to 
appear before this committee today to answer some questions relative 
to the 5-cent proposal, and with particular reference to Senator 
Carlson’s message to the Senate of a few days ago. It was important 
that the President be informed of what was going to happen. Fur- 
ther I wanted some approval from the President of the position that 
I was going to take. I made the proposal that this program that. we 
had been working on for several years coincided exactly, as it hap- 
pened, with the present position of the Post Office Department regard- 
ing Senator Carlson's proposal of an amendment. 
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Senator Nrvusercer. But it did occur on the same day that the 
rather disturbing unemployment figures were released. That is true 
I believe, if I am not mistaken. 

Mr. Sum™merrietp. Yes; and I would be the first to say that—I 
hasten to say—we are very happy that the Post Office Department 
does have a program ready that is absolutely necessary to the public 
interest to present to the people at this time. 

Senator Neupercer. I want to ask several questions about that. 

About the 5-cent postage rate, Mr. Postmaster General, that was 
requested, if I am not mistaken, in the budget submitted by the 
President ? 

Mr. Summerrierp. That is correct. 

Senator Neupercer. Are those funds already in anticipation and 
included in the budget ? 

Mr. Summerrierp. I think maybe you had better explain that a 
little more to me. 

Senator Neuspercer. The budget message of the President recom- 
mended that the first-class rate be increased to 5 cents ? 

Mr. SuMMErFrIetp. Oh, yes. I understand you now. 

Senator NEUBERGER. Does the budget anticipate such an increase and 
are those funds already in the budget and earmarked for other pur- 
poses than this modernization which you advocate ? 

Mr. SumMERFIELD. I just wanted to be sure. It is included, sir. 

Senator Neusercer. In other words—this is a very important point, 
Mr. Postmaster General—these funds which you say will be used 
for modernization, are already earmarked in the budget for other 
purposes of the department in anticipation that the Congress will 
raise the rate to 5 cents? 

Mr. SuMMERFIELD. Well, some of this money already in the budget 
will be used in preparation for this kind of a program. As I said 
earlier today, we have already built 2,000 post offices. 

Senator Nevusercer. The point I want to get at is this: You have 
endorsed Senator Carlson’s very original proposal. You said you 
thought it was a fine proposal that the rate would be raised to 5 cents. 

Mr. Suxrmerrietp. That’s right. 

Senator Neusercer. And then this extra penny would be set aside 
in this fund for modernization ? 

Mr. SumMERFIELD. Instead of reducing the deficit. 

Senator Nevnercer. Is that correct? 

Mr. Summerrievp. Instead of reducing the deficit ; that is right. 

Senator Neupercer. But you can’t do it both ways. You endorse 
Senator Carlson’s proposal, which is a very original proposal and 
has a great deal to commend it, but you did endorse it? 

Mr. Summerrre.tp. That is correct. 

Senator Neusercer. But the budget already anticipates that the 
Congress will raise the rate to 5 cents as requested in the budget 
message ¢ 

Mr. Summerrretp. That is correct. 

Senator Nevpercer. And therefore these funds are in the budget 
already ? 

Mr. Summerrievp. That is correct. 

Senator Neupercer. I don’t see how you can have it both ways. 
How can you endorse Senator Carlson’s proposal that the extra penny 
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be set aside in the special modernization fund when already the budget 
that has been submitted by the President includes the extra penny 
for other purposes? 

Mr. Summerriep. No; part of the funds will be used for the very 
purpose that Senator Carlson has identified the 1 cent. for. 

Senator Neusercer. What part of the penny is in the budget al- 
ready for this modernization fund that Senator Carlson’s amendment 
recommends ¢ 

Mr. Summerrtievp. I think it was $69,348,000 for the capital im- 
provement program, and $5,074,000 for research and engineering. 

Senator Neusrercer. How much for modernization ? 

Mr. Summerrtetp. About $75 million of this 1 cent, of this estimated 
$175 million, is already in the budget for that purpose. 

Senator Neunercer. For what purpose ? 

Mr. SumMmMerFieLD. The very purpose I presented to you this 
morning. 

Senator Neupercer. Let me get it straight. Is it for the actual 
modernization equipment and facilities that Senator Carlson antici- 
pates? 

Mr. Scummerrievp. That’s right. 

Senator Neusercer. So it is still a hundred million dollars short? 

Mr. Summerrtevp. That’s right. 

Senator NEUBERGER. So you are going to have to take those revenues 
from somewhere else ¢ 

Mr. Summerrievp. That’s right. 

Senator Neupercer. Or just add to the deficit ? 

Mr. SumMerrie.b. That’s right. 

Senator Neusercer. So this program isn’t quite what it seems when 
it was originally presented to us in your statement ¢ 

Mr. SumMerriecp. That is a very good point for you to raise, sir. 
So the deficit will be $100 million more than it would have been if we 
had spent only the $75 million that we already had in the budget, as 
against expenditures under the 1-cent proposal of Senator Carlson. 
So the deficit, instead of being $700 million or $900 million or a bil- 
lion dollars, as Senator Robertson said a moment ago, will be that 
plus $100 million. 

Senator Nevrercer. I return to the one basic point. The budget 
message anticipated that the Congress would grant the 5-cent first- 
class postage rate, and these funds are already included in the budget; 
is that true / 

Mr. SumMerrieLD. That is correct. Revenue from anticipated in- 
creased postal rates was estimated in the President’s budget at $700 
million, including this $175 million from a 5-cent rate on nonlocal 
letter mail, as you say. But also included in the President’s budget 
was approximately $75 million of capital and research expenditures 
of the type contemplated to be covered by Senator Carlson’s amend- 
ment. 

Senator Neusercer. Thank you very much. 

I want to ask several other questions, if I may. 

With respect to the building of these new post office structures under 
the leasing program, in the long run is that going to cost the Govern- 
ment more than if the Government built the structures themselves 
and owned the buildings ? 
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Mr. Summerrtexp. I don’t believe so. In this rapidly changing 
economy and country, when we build a building today we take many 
factors into consideration. 

First, these buildings are not single-purpose buildings; they are 
not the monumental type I showed you on some of those charts and 
photographs, they are buildings which may be, at the end of 20 
years, with the shifting population that we have, better for the post 
office to relocate again; but we are not leaving an owner with a build- 
ing that is strictly a single-purpose building. It is one that could be 
used for any of the ordinary purposes of a building of that size and 
that location. 

That is a very important factor when we consider whether it will 
be—and we are considering—whether it would be more economical 
for the Government to build with its own money, or whether we 
should use private capital. I think the best example could be used 
by looking at the great mercantile establishments of this country. A 
large percentage of the total occupants of retail stores in America 
are in rented quarters. Their capital can be best used in the regular 
conduct of their business rather than put into brick and mortar. 
That has been the experience of business. 

And, as I said earlier, we have proven that in the building of the 
2,000 post offices that we have already built and are occupying in the 
country, that this is a proven program. 

Senator Neupercer. I don’t think it is proven for Government. 
The Government can borrow money much cheaper than anybody else 
can borrow it. The biggest cost in most of this is going to be carry- 
ing the charge of the money, and carrying the cost of the money. 

don’t think it is proven that this necessarily is cheaper when 
Government does it, because if this were the fact, then perhaps 
schools and colleges and all other public structures would be better 
off to follow this method, and in the studies made on the Public Works 
Committee, of which I am a member, that has not been demonstrated. 

I want to ask another question that seems to me quite pertinent 
with respect to this leasing. 

Mr. Summerrtetp. Senator, the Deputy Postmaster General has a 
comment to make in response to your question. 

Senator Neusercer. Certainly. 

Mr. Sesstons. The Post Office Department has these buildings built 
for it by private entrepreneurs for an average of about $20 per square 
foot. We are unable to say what a federally owned building would 
cost today, but I think we can estimate it within reason, and perhaps 
justify our estimate. 

We think that perhaps a federally owned building of the type that 
the United States Government would be likely to build in a similar 
situation, which would be suitable for many agencies, wouldecost a 
good deal more, and in certain eases might cost as much as $50 per 
square foot. So to start with, you have a much greater investment 
in the building done under a public works program. 

In the second place, Senator, such a building, as long as it existed, 
would cost: the taxpayer a great deal more to be operated by the Post 
Office Department because it would be inefficient, and because it would 
be a building built for many tenants, it would not be what we would 
term an ideal mail-processing plant. Our buildings are to be one 
story ; at least we hope to make most of them so. 











“eo 


we 


POSTAL RATES 431 


Senator Neupercer. When other Government agencies occupy Gov- 
ernment buildings, don’t they pay their prorated share of those build- 
ings, or does the Post Office Department pay the total share of amor- 
tizing and servicing the building? 

Mr. Sessions. No; that is correct, Senator, except where we oceupy 
more than 50 percent of the building. Then we pay all the custodial 
costs. But the building must then be built to suit many tenants. 
And our building suits only one tenant. It is specifically designed 
to be functional for our uses. In that way we get a building which 
is cheaper first cost, and much cheaper to operate over the life of the 
building. 

Senator Nevzercer. I think you are not demonstrating that in a 
given community it will be cheaper to have the post oflice in one 
building and all the other Government agencies in that community, 
whether Klamath Falls, Oreg., or Boise, “Idaho, where you have to 
have the Forest Service, Agriculture Department, Extension Serv- 
ice, Public Health Service, and so on, in another. These other Gov- 
ernment agencies likewise have to have quarters. And not to con- 
tinue with the consolidated governmental operations that we have, 
you may be able to show a certain paper saving to the Post Office 
Department, but you haven’t demonstrated here—and I am not going 
to press it further because our time is limited—you haven’t demon- 
strated an overall saving to the Government. 

Mr. Sessions. May I comment once more / 

Senator Neupercer. Certainly. 

Mr. Sxssions. The type of buildings, Senator, these other agencies 

require is a completely different type ‘building than we require. Their 
building requirement is mostly for office space. And an office build- 
ing by its very nature of design and construction is a much more ex- 
pensive building to build than the functional mail-processing plants 
we require. 

Senator Neurercer. What I am worried about under this pro- 
gram, the Postmaster General’s statement says that part of the pur- 
pose of it was “giving the economy a timely stimulus.” We all 
realize how necessary that is. Yet I share with the chairman the 
fear that this is a much too little program, and not nearly compre- 
hensive enough. 

I notice in your last report for fiscal 1957 you refer to your com- 
mercial leasing program—I won’t read the whole thing— 


providing new buildings with an estimated construction cost in excess of $20 
million, 


Then you say, in capital letters: 


This is the largest number of new leased-building starts in any 1 year in the 
history of the Department. 


Yet, you agree, if we are going to give this economy a stimulus, 
that that $20 million is just absolutely going in terms of what is 
needed in this country. 

The thing that I am afraid of, in this so-called partnership con- 
struction program that you have with private industry, is that the 
whole country, if this is intended to give the economy a timely 
stimulus, will end up in the situation we are in in the Pacific North- 
west. 
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When this administration came in 5 years ago it announced in the 
Northwest that they were going to sobeiteba for the public works 
power program that had previously been in existence, the so-called 
partnership program with private industry, and that has been in 
effect. 

The unemployment figures came out a few days ago, and this is 
what they show: The State with the greatest unemployment is the 
State I help to represent—Oregon. The State with the next greatest 
unemployment is Montana. The State with the third greatest un- 
employment is the State of Washington. 

So, in a region where this too little and too late program has been 
in effect, we are just prostrate, economically. That is why I share 
with the chairman the fear that the program is so little that it won't 
provide this stimulus. 

Mr. SumMMERFIELD. Senator, in the first instance let’s get this situ- 
ation clearly understood. This post office modernization program 
was not designed to be a public-works program as such, and as usually 
interpreted by the public of this country. 

This is a program to modernize the Post Office Department that I 
have been before this committee and other committees again and 
again about, asking for, for a number of years, and a number of my 
predecessors before me. This is a program that if there were no 
unemployment in this country, would still be absolutely necessary 
to proceed with, because we have gotten to the point in the Post 
Office where we no longer can continue with these inadequate fa- 
cilities. 

Now then, it happens to be that this program would provide a stim- 
ulus to the economy of this country, would be of great help to the 
various communities, thousands of them throughout the United 
States at the same time. But please remember that this program is 
designed to modernize the postal system of this country, which is 
badly needed. 

Senator Neveercer. I agree with you. I think this statement you 
have made is absolutely correct. But it was the White House and 
yourself which presented it in the context of giving the economy, 
which is so stricken today, a boost, and I think that that is highly 
exaggerated and not warranted by the terms of what is proposed. 

That is the only criticism I have, not of the program, which I think 
is fine per se, but of saving that this is going to get our people and 
our unemployment up off the floor. 

Mr. Sessions. The President didn’t say that. 

Senator Nrvupercer. It was presented as giving the economy a 
timely stimulus. Do you think a program this small would give 
our economy a timely stimulus ¢ 

Mr. Sessions. Any announcement of the program totaling $2 bil- 
lion 

Senator Neupercrer. For how long? 

Mr. Sessions. Three to 5 years. 

Senator Neuspercer. And how much is the Government going to 
put in? 

Mr. Sessions. About $175 million a year for as many years as we 
continue. 

Senator Neusercer. In other words, the Government’s share of the 
program is actually extremely small, is that not true? 
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Mr. Summerrietp. Yes, and of course that is one of the most de- 
sirable points of this program. 

Senator Neupercer. I have pointed out to you what is happening 
in the Northwest where the same program has been put in with pub- 
lic works. Our three States rank at the top of all in unemployment. 

Mr. SumMerrietp. You see, I am one of those who deeply believes 
in having people do for themselves and do for others, rather than ask- 
ing the Government to do for them. I don’t need to remind the dis- 
tinguished Senator from Oregon that just a few days ago the Con- 
gress of the United States decided to increase the national debt limit 
by $5 billion and there were some protests on the part of some who 
wanted to limit it to $3 billion. 

Here is a program where, in the best American tradition, Mr. and 
Mrs. Joe Doakes, who lives in Klamath Falls, Oreg. want to invest 
some of their life savings in a post-office building to be leased to 
Uncle Sam over a period of 20 years or longer, on which they will 
get a reasonable return on their investment, ‘and they will get secu- 
rity beyond that they could possibly get from any other source of 
a tenant over the years. In the doing they will not. only have made 
an investment for themselves that is safe and sound, they will have 
contributed something to the economy and to the upbuilding of that 
community. They will have made a contribution to the enhance- 
mins of the assessed valuations of the property adjoining this postal 

facility, because of the greater value, because of this building activity. 

What finer objective, what more desirable ends could you possibly 
serve, than those? 

Senator Nrupercer. I would just say this, and I will not give you 
a long answer: I would think that w hen there are 5 million people 
unemployed, knowing the situation in my State in terms of welfare 
costs and human misery, I think we need a direct public-works stim- 
ulus now, and not a program that is as comparatively slow as that 
you have outlined. But this is an economic question and I am not 
going to belabor the point with you on it except that I think the 
economic emergency calls for a much greater program and nnder- 
taking more direct than this. 

I want to ask you one specific thing, for example, about my own 
community: Portland is near the top of the Nation in unemploy- 
ment. It has been declared a critical area, a great labor surplus, I 
am sorry to report. Do you have specific plans for a community 
such as Portland for a new post office which they need, for moderni- 
zation and also for reasons of economy? Do you have spec ific plans 
in that type of community ? 

Mr. SuMMERFIELD. Yes. 

Senator Neusercer. And whereby under this program a new post 
office can be undertaken in the near future, in a community like 
Portland d 

Mr. SUMMERFIELD. Yes. 

Senator Neupercer. Just one other question, Mr. Postmaster Gen- 
eral, and I am sorry to have detained you so long. In one of the 
pages of the very effective brochure you have presented to us, you 
pointed out that three-fourths of the first-class mail originates from 
business and industrial organizations who therefore w ould pay three- 
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fourths of the cost, meaning of the increase to either 4 cents or 5 
cents as the Congress decides. And I think that is a very valid point. 

But does this not also mean that a great deal of this which pre- 
sumably will go to the Post Office Department will mean to some 
degree a corresponding decrease in revenue to the United States 
Treasury? A great many of these corporations which will pay for 
the increased cost of first-class mail are in the 52-percent bracket or 
a very high bracket in their corporate taxes. 

Postage is a legitimate cost of doing business, and properly so. 
Therefore, the Treasury will lose some of the revenue that will addi- 
tionally accrue to the Post Office Department. Is that true or false? 

Mr. SumMerFiIeLp. A very, very small percentage, and with the 
constantly increasing volume of business that we are confident will be 
here, and enjoyed by business generally in this country in the immediate 
future, there isn’t any question in my mind that the receipts of the 
Treasury will be on the up side. 

I would like to point out, so long as you are talking about taxes, for 
every $2—and I think this is well to be remembered by all of us—for 
every $2 postage or additional postage the American taxpayer may 
pay he is going to be saving about $8 in his portion of what taxes he 
pays to the Federal Government, which is offset by—which recognizes 
the fact that the little fellow, Mr. and Mrs. America, are paying the 
postage bills for those who are receiving a subsidy. That is what the 
difference is. 

The Cuarrman. That is providing the Government cuts its tax rates. 
If it doesn’t cut its tax rates it pays it on its income just the same. Isn't 
that true? 

Mr. Summerrrevp. Oh, no, Mr. Chairman. I am giving it to you 
just as itis. If we are to increase postage rates, for every $2 the Ameri- 
can taxpayer pays in additional postage he is going to have to pay $8 
less to the Treasury by way of his income tax in support of postal losses. 

The Cnarrman. That is true if we will change the income brackets. 
But if we don’t change the income brackets he will still pay on his in- 
come; isn’t that true? 

Mr. SumMErRFIELD. I have not adjusted my figures to the taxes going 
up or down. I am giving you the figures as they exist at the present 
moment, the present tax structure. 

Senator Nevpercer. Mr. Chairman, thank you very much. 

And I want to thank the Postmaster General. I want to say to you 
what I said to Senator Carlson, here, your very able friend, on the floor 
of the Senate some days ago: I think we need a rate increase bill. I 
am not sure of the specific terms, but I think a rate increase bill is 
justified. And I appreciate your answering the questions so 
courteously and so pertinently. 

Mr. SumMerrtevp. Thank you, Senator. 

The Carman. Senator Yarborough ? 

Senator YarroroucnH. If this modernization program were adopted 
by the Congress, what would happen to the present Government-owned 
post office buildings, if you had an obsolete building and you built a 
new one? Would you dispose of that Government property ? 

Mr. Summerrietp. The Post Office Department would have no re- 
sponsibility for the building. General Services would be the one to 
handle it. I might say, sir, that I know of no city in the United States 
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where the various Government agencies are not now presently leasing 
quarters in office buildings and all kinds of buildings all throughout 
the country. That space would then be available. 

Senator Yarroroucu. My question on the overall effect is that 
the Government would become more of a tenant as a result of this 
and less of a landlord. Would the overall effect be to sell off Gov- 
ernment property and get out of the status it is now in of owning 
many post offices and ae up as a tenant all over the country ? 

Mr. Summerrteip. Not necessarily. There are many reasons why 
the Government should own certain properties, certain types and 
kinds throughout the country. I think that you would have to stretch 
one’s imagination quite a good deal to consider Uncle Sam as only 
a tenant rather than a landlord as far as overall government is con- 
cerned. However, I am not qualified actually to discuss 

Senator Yarsoroven. I am speaking of post office buildings. I 
am limiting this to the Post Office Department. Will the overall 
result be that the Government will own a smaller number of its post 
offices or a smaller percentage ? 

Mr. SumMerriebp. Yes. 

Senator Yarsoroven. This program contemplates getting out of 
owning post offices and going into the long-range objective of renting 
post offices ? 

Mr. Summerrietp. Yes. Then you would avoid the very thing I . 
showed you a few moments ago, a post office which the Post Office i 
Department has been occupying for more than a hundred years. The \ 
fact that the Government owns it, that it is obsolete, that it cannot be it 
modernized, that it does not have the physical property with which to i 
do it to enlarge the building, the fact that the Government owns it i} 
is an anchor out of the bolt. Whereas those buildings, had they been | 
built by private capital, could have been changed. | 

Senator Yarsorovuen. The net result will be that the cost to the t 
Government in the long run of the housing alone will be greatly in- 
creased, will it not? 

Mr. Summerrte.p. I do not believe so; no, sir. 

Senator Yarsoroucu. Isn’t it true that 

Mr. Summerrietp. We have proved to the contrary already. ’ 

Senator Yarsoroucu. One factor is insurance. When you rent a 
building you have to pay enough rent to include insurance. 

Mr. Summerrtep. Yes, but all those things are considered in the 
rent the landlord charges us. 

Senator YarsorovueH. How much will the increased rental of the 
privately owned buildings cost after the new buildings are built; how 
much will that rental cost each year over and above the amount the 
Government is charged for rental now? How much more must we 
figure in the budget each year to take care of the increased rentals 
when you convert, get out of owning lands and selling land as surplus? 

Mr. Summerrrecp. We are not going to sell lands, because the Post 
Office Department doesn’t own them. 

Senator Yarsorouen. Then turn it over to the General Services 
Administration ? 

Mr. SumMerrie.p, Yes, sir. 

Senator Yarsoroucn. When you get to where you have all rented 
post offices, how much more will it cost a year to operate the post 
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office system by this increased number of rented buildings and the 
increased rentals you will pay on new buildings over the present cost ? 

Mr. SumMerrFIEbp. It eventually should cost us less. Our studies 
have shown, in these Federal buildings where the Post Office Depart- 
ment has approximately a 50-percent occupancy, replacing that facility 
with a new modern facility on a rental basis our figures indicate clearly 
that the net cost to the Government is less than it was in the obsolete 
facility. 

Senator Yarsoroueu. I am not asking you any question, Mr. Post- 
master General, about whether modern buildings are better than obso- 
lete buildings. 

Mr. SuMMERFIELD. No; less cost. 

Senator YarsoroucH. I am for modernization. I mean, though, 
how much more is it going to cost you if the Government rents all 
these buildings than if it modernizes its own buildings where it owns 
them or builds new ones? 

Mr. Summerrievp. In the first place you can’t modernize most of 
the old buildings. I firmly believe that history will prove definitely 
that it has been more economical, much more effective and efficient, 
for the Government to have used private capital to provide its facili- 
ties, built to its needs, than to have built its own. 

Senator Yarsoroucu. If you are right, wouldn’t we be better off 
just starting to rent battleships and planes instead of buying them? 

Mr. SumMerriE.p. I gave you the answer 

Senator Yarsoroueu. That is your opinion on it, to build all these 
new buildings and get rid of the Government property; that the 
rent will.be cheaper on the new ones than on the old. 

Mr. Summerrietp. If it is true for private business all over the 
country, why isn’t the same thing true as far as Government is con- 
cerned ? 

Senator Yarsorouen. And factors going into this rental will be lo- 
cal taxes and insurance that the Government doesn’t have to worry 
about where it builds its own buildings? 

Mr. SuMMERFIELD. Yes, sir. 

Senator YarsoroucH. Doesn’t that make for higher rental ? 

Mr. SumMerrrep. That is all included in my calculation. 

Senator YarsoroucH. And you still express your opinion that with 
all these new buildings, the rent is going to be cheaper than it is 
under the present setup ? 

Mr. SumMerrievp. I don’t think there is any question about it. 

Senator Yarsoroveu. I don’t see how you can say that, Mr. Post- 
master General. We will pass on to another question. 

Mr. Summerrietp. May I add one observation? In these older 
buildings such as some of those I have shown you in the photo- 
graphs 

Senator YarsoroueH. I am not arguing about that. 

Mr. Summerrretp. The biggest cost to the Federal Government, 
the Post Office Department, is for labor. We don’t get more than 50 
percent of the same efficiency in one of those outmoded buildings 
than we do in the new ones. Seventy-eight percent of the total budget 
of the Post Office Department is for labor alone. 

Senator Yarsorouen. Mr. Postmaster General, that is begging and 
evading the question. I didn’t propose that we stay in outmoded 
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buildings. My question is whether or not, in your new buildings, 
if you go over and dispose of Government property and rent private 
property, that isn’t going to increase your cost over remaining in 
Government buildings? I didn’t say remain in an old, obsolete 
building. 

Mr. SumMeERFIELD. In the first place, we have no choice; secondly, 
it is more economical, 

Senator Yarsoroucu. You think it is more economical? 

Mr. SuMMERFIELD. Yes, sir. 

Senator Yarsoroucu. And you think the rents will be less—— 

Mr. SUMMERFIELD. Yes, sir. 

Senator YarsoroucH (continuing). Than it would be if the Gov- 
ernment owned it? 

Mr. SumMerrievp. It would cost the taxpayers less, and I am a 
taxpayer. 

Senator Yarsoroueu. And you think it will be less even though 
you add the cost of insurance and the cost of taxes that the Govern- 
ment doesn’t have to pay ? 

Mr. SumMeERFIELD. Yes, sir. And in the process pay for fire pro- 
tection and all the other. 

Senator YarsoroucH. What is that opinion based on? Is it based 
on the opinion you previously expressed that it will cost the Govern- 
ment $50 a square boot to build a building and private industry $25 
a square foot? 

Mr. Summerrievp. Only partially. 

Senator Yarsoroucu. Why conta it cost the Government $50 a 
square foot where private industry could build the same building 
for $25? 

Mr. SummerrreLp. We don’t build the same building because we 
build according to our specifications on the basis of need. I have yet 
to see an example where the Government has built 

Senator YarsospoucH. Didn’t you say on the same building that it 
cost the Government $50 a square foot that private industry could 
build it for $252 

Mr. Summerrietp. No. 

Senator YarsoroucH. Couldn’t the Government put up the same 
specification for itself that it gives to a private contractor? 

Mr. Summerrietp. They never have. And I think you have some 
idea of the influences that will be brought to bear if the Government 
is going to build a building in a certain place. When the Govern- 
ment is going to build a building with its own capital in a community, 
let’s be realistic about it, it is traditional to expect a monument, and 
that is what you usually get. 

Senator YarsoroueH. You don’t have to surrender to that as Post- 
master General. 

Mr. SumMeErrFIeb. It. isn’t me that does the surrendering. 

Senator Yarsoroucu. It is your testimony here that for the same 
building that it costs the Government $50 a square foot to build, 
private industry could do it for $25 a square foot ? 

Mr. Sessions. May I say something there? 

Senator YARBOROUGH. Me niiy. 

Mr. Srssions. The testimony was this, Senator: That for the same 
amount of square feet, using the existing Government specifications 
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as compared with the type of specifications that we would have a 
private entrepreneur use to build the building, our estimate is that 
the Government building in certain cases might run as high as $50 a 
square foot and we have been getting the building built by private 
entrepreneurs for $20 a square foot. There is a difference in the 
specifications. 

Senator YarsoroucH. Why not let the same specifications apply to 
both? If you have one set of specifications for the Government and 
a separate set of Specifications for private industry, isn’t that a fic- 
titious comparison ¢ 

Mr. Sessions. It isn’t as long as the Government’s standard of 
building is at this certain level. I grant you that it is entirely within 
the realm of possibility that if you could change the Government’s 
specification on building then you would have the comparison that 
you have in mind. But as of this moment we don’t know of any 
such specifications to compare with. And the Government has a dif- 
ferent type of specification entirely for its buildings that we are 
adopting. 

I grant you, sir, that it is possible. 

Senator Yarsoroucu. Is it your testimony that if you had the same 
specifications that it would cost the Government $50 a square foot to 
Poe a building that private industry could build for $20 a square 

oot ? 

Mr. Sesstons. Not for the same specification; no, sir. It is the 
specifications largely that make for the difference. 

Senator YarsoroucH. You can change your specifications, can’t 
you? 

Mr. Sesstons. It is within the realm of possibility. 

Senator Yarsoroven. Aren’t we talking about a living govern- 
ment? We are not talking about a dead thing that has to build a 
building on the specifications of the Colosseum in Rome or the Par- 
thenon in Greece. Why can’t the specifications be modernized ? 

Mr. Sesstons. We have no control over them. The General Serv- 
ices Administration takes care of that. If we have a Government- 
owned building we accept their specifications. If we have a private 
entrepreneur build and lease a building to us, then we set the speci- 
fications. It could be done, Senator, as you suggested. 

Senator Yarsoroucu. You don’t intend to leave this impression in 
the record that it will cost the Government $50 per square foot to 
build an identical building that private industry could build for $20 
a square foot? 

Mr. Sesstons. No, sir. 

Senator Yarsoroucu. It was not your intention to create that 
impression in the first place ? 

Mr. Sessions. No; we didn’t say an identical building, Senator; 
no, sir. 

Senator YarrorovcH. You didn’t say they were different either, 
did you? 

Mr. Sesstons. Yes; I did. 

Senator Yarsorouen. On the $175 million a year that you would 
spend for buildings and machinery, what part of that would be for 
machinery and what part for buildings? If you can put that figure 
in the record later it will save time. What part of that to be spent 
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for buildings would be renovation of existing Government buildings 
and what part on new buildings? 

Mr, SumMerrretp. May we put that in the record ? 

Senator YarBorouGH. Yes. 

(The following information was subsequently submitted for the 
record :) 

We do not contemplate using Government funds for new buildings, These 
would be furnished by private industry. The $175 million per year of Goyern- 
ment funds would be used to purchase equipment, such as trucks and conveyors, 
and to reimburse General Services Administration for rehabilitation of those 
Federal buildings which are not replaced and to provide for an expanded 
research and development program. 

Senator YarsorouacH. I note on the fifth page from the back of this 
large brochure you handed in, in your public opinion poll you say 
67 percent of the people think that each class of mail ought to bear the 
cost of its own Coan Your public opinion poll says that the 
people want this increase, 67 percent want each class of mail to bear its 
own cost. 

Sixty-seven percent want each class of mail, first, second, and third, 
to bear the cost of handling of that class; is that correct? 

Mr. SumMeErFIELD. That is correct. 

Senator Yarsoroueu. Under the proposed rates that you have given 
us, what profit would there be for the Post Office Department in the 
handling of the first-class mail in round figures, millions of dollars 
a year’ How much profit out of first-class mail ? 

Mr. Summerrievp. I wish to respectfully suggest, qualify “profit.” 

Senator Yarsorouen. I will. I will change it to fit your sugges- 
tion. 

How much more revenue would we get from handling first-class 
mail than the cost of handling first-class mail ? 

Mr. SumMErFiELD. Do you mean allocated costs ? 

Senator Yarsoroueu. Allocated as you have allocated in your 
former testimony and here. 

Mr. Summerrretp. Do you want an explanation now, or in the 
record ? 

Senator Yarsroroucu. In the interest of time, just the amount. 

Mr. Giuterre. The amount for the first-class mail, as part of the 
$700 million estimated to be yielded by the proposed bill, would be in 
total about $540 million. 

Senator Yarsoroveu. How much—— 

Mr. Guterte. Including 5 cents per ounce on nonlocal letters, 4 
cents an ounce on local letters, 3 cents an ounce on drop letters, and 3 
cents for cards. 

Senator YarsoroucH. How much then would the income from the 
first-class mail exceed the cost annually if you had this $540 million? 

Mr. Giterre. It would be approximately $510 million based on 
1956 Cost Ascertainment System data; this would restore cost cover- 
age to about 139 percent after giving effect to additional costs for pay 
and rail transportation anticipated in the President’s budget. is 
would restore the historical cost coverage pattern for first-class mail. 

Senator YarsorouGH. $510 million more. Now on the second-class 
mail, what would the loss be on second-class mail if the increases you 
recommend are adopted? What would the annual loss be on second- 
class mail ? 
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Mr. Giuttetre. Senator, the annual loss on second-class mail, giving 


effect to four 15-percent increases annually, yielding a total increase of 


approximately $34 million, would be approximately $235 million. 
enator YarsoroueH. Annual loss, second class. 

Mr. Gittetre. Based on 1956 cost-ascertainment data also. 

Senator YAarsoroueH. On second-class mail ? 

Mr. Guerre. Yes. 

Senator YarsoroucH. What would the annual loss be on third-class 
mail if the increases you recommend were put into effect annually ? 

Mr. Guerre. Approximately $100 million. 

Senator YarsoroueH. $100 million a year loss on third-class mail. 

Mr. Gitterre. Based upon the same data. 

Senator YarsoroucnH. So the scale that you have recommended 
doesn’t give effect to the public opinions expressed on the fifth from 
the last page in the brochure ? 

Mr, SumMerFIELD. No, but it does pretty generally express the think- 
ing of the Congress over quite a number of years, sir, and it does 
take into consideration the Fact that second- and third-class mail does 
not get preferential service and is not charged or given credit ac- 
cordingly. Those factors are considered. 

Senator Yarsorovueu. Thank you, Mr. Postmaster General, and your 
staff, for your presentation. 

Mr. Summerrrevp. Thank you, Senator Yarborough. 

The CHarrMANn. Do you have some questions, Senator Church ? 

Senator Cuurcu. May I defer my questions until Tuesday, Mr. 
Chairman, if you can arrange that, if that will meet with the plans of 
the Postmaster General. 

The Cuatrman. Mr. Summerfield, could you come back on Tues- 
day morning? 

Mr. SumMerrietp. Next Tuesday ? 

The Cuarman. Yes, sir. 

Mr. SuMMERFIELD. Yes, sir. I could come back this afternoon. 

The Cuatrman. It might be very brief, but I do want to give other 
members of the committee an opportunity to ask questions. 

Senator Carison,. I think, Mr. Chairman, that those of us who have 
had an opportunity of hearing this should give the full membership 
an opportunity to hear at least a résumé of the testimony that you have 
given on rates on this proposal. If the chairman would permit, I 
would like unanimous consent to put in the record this morning this 
Prentice-Hall statement used around here. 

(The above-mentioned statement. is as follows) 


WHat’s HAPPENING IN TAXATION AND GOVERNMENT REGULATION—WHAT’S Hap- 
PENING IN WASHINGTON 


Published by Prentice-Hall, Inc., Englewood Cliffs, N. J., February 3, 1958 
AUTOMATION VERSUS POSTAL DEFICITS 


Senate Subcommittee on Postal Rates is holding hearings on the House-passed 
postal-rate-increase bill. The administration is asking that the bill be amended 
to provide a 5-cent-per-ounce rate on nonlocal letter mail and to raise the 
local letter rate to 4 cents, Aim is to bring in an additional $175,000,000 a year 
over and above the $526,000,000 provided in the measure as it passed the House. 
This would send the total proposed increases in first-, second-, and third-class 
charges up to $700,000,000. However, efficiency experts believe that at least an 
equivalent sum could be saved by automating antiquated post-office techniques 
without any rate increases. 
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Post Office Department estimates that mail volume for 1959 will increase 3.4 
percent over 1958, reaching a total of 63.5 billion pieces of mail. This includes 
over 34 billion first-class letters, 1.7 billion airmail items, 712 billion magazines 
and newspapers, 16.8 billion pieces of advertising and circular matter, 1.2 bil- 
lion packages, and 2.6 billion pieces in various other categories. 

Average operating cost per million pieces of mail is estimated to be about 
$54,000 in 1959, compared with $51,000 in 1957. At the levels of mail volume 
anticipated for 1959, the resulting deficit, under present rates, would mean an 
average loss of $10,600 per million pieces of mail, about 20 percent of operating 
costs. 

Members of Congress now agree with postal officials that automation—not 
increased postal rates—is the basic answer to mounting deficits. Blectronic 
and automatic handling of mail is being tried out on an experimental basis in 
three post offices. In Silver Spring, Md., the first large semiautomatic sorting 
machine, a Transorma, was installed last year. In Baltimore, Md., a semi- 
automatic parcel-post sorting machine is in operation, and in Detroit, Mich., a 
semiautomatic Mail-Flo system to provide rapid conveying of mail is at work. 

In the past, Congressmen have been reluctant to appropriate funds for post- 
office mechanization for fear that too many jobs would be sacrificed. But they 
find some comfort in Deputy Postmaster General Edson O. Sessions’ words: 
“Automation will never and can never endanger the job of any permanent 
employee. * * * The only effect it will have on present employees will be to 
make their jobs less tiresome and more rewarding.” And it will save money. 

Post-office savings via automation have not been reliably projected. But some 
indication can be gained from studies made by private firms. Letter-sorting 
operations account for about one-third of the cost of operating the Post Office 
Department. Allowing for operations that must continue to be handled man- 
ually, savings from fully automatic sorting alone in the larger post offices might 
equal $700 million in 1958-59, or just about the equivalent of the proposed rate 
increases. 


Senator Cartson. Secondly, I wish the Department would furnish 
for the record the amount of funds voted annually by Congress for 
modernization of the Department, in order that we can look back 
10 years. Let’s look back 10 years. 

Mr. Summerrtetp. Yes, sir. I will be happy to supply that. 

(The information requested is as follows :) 


Total capital obligations, including research and development, for the 10 years 
ending June 30, 1958 


[In millions] 


Fiseal year: Fiscal year—Continued 
NN Lido 2 cache Sebald, babe cnhotaccipid $13. 4 MS Pcs se sa cmtnresncés gua eosin 21.5 
I RE a ee ee 14. 2 EE SPS ee ok Paar 28.1 
i eee 20. 8 III Ga aa se Sesadtinints Se cuilinpctpi sig seasinasaapei aad 
Rr aatartsd a aincasencariestacmmenanankiceas 23.9 i a a 43.5 
SRS deka can amaeere 16.3 tv0e. (estimate)... ......-_ 13.7 


Senator Nreuspercer. May I raise one point? 

The CHarrMan. Yes. 

Senator Neupercer. I wonder—and I wouldn’t ask this question 
if my State didn’t have, by far, unfortunately, the highest unem- 
ployment rate in the Nation, and this program has been mentioned 
as having to do with being the possible economic stimulus—I wonder, 
as to 1 State, Oregon, with the highest unemploy ment rate, if you 
could bring in your schedule of buildings that would be constructed 
in Oregon under this program which you have presented, so that 
we could see 1 State that is in dire economic distress. 

Mr. Summerrie_p. At the moment, that isn’t ready. We will be 
glad to give you whatever information we have. We will be glad 
to have any suggestions that you have, Senator, as you are very 
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familiar with your own State, as to the areas where you think it is 
most important to be considered first. That will be very helpful 
to us. 

Senator Neusercer. I will be glad to give you that. 

The Cuamman, Let me thank the Postmaster General for coming 
here this morning and presenting this matter to us. I think every- 
body present will be convinced of at least one thing, that we have 
to ce something. 

We need ati: both in the remodeling of the post offices 


and equipment in the post offices. And it is going to take money. 
Thank — for coming. 


We will resume tomorrow morning at 10 o’clock. 


(Thereupon, at 12:55 p. m., the subcommittee was adjourned, to 
reconvene at 10 a. m., Thursday, February 13, 1958.) 
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THURSDAY, FEBRUARY 13, 1958 


Untrep States SENATE, 
COMMITTEE ON Post OFrFrice AND CIVIL SERVICE, 
SUBCOMMITTEE ON PostaL Rares, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 135, Senate Office Building, the Honorable Olin D. Johnston 
(chairman of the committee) presiding. ‘ 
Present : Senators Johnston (presiding), Yarborough, and Carlson. 
Also present. William Brawley, executive director, and Frank A. 
Paschal, professional staff member. 
The Cuamrman. The hear ing will come to order. 
As our first witness this morning we have Mr. Robert MacNeal, 
president of the Curtis Publishing Co. We are glad to have you with 
us this morning. You may proceed as you see it. 


STATEMENT OF ROBERT E. MacNEAL, PRESIDENT, THE CURTIS 
PUBLISHING CO., ACCOMPANIED BY DONALD M. HOBART, SENIOR 
VICE PRESIDENT AND DIRECTOR OF RESEARCH, AND PHILIP 
HALL, TRAFFIC MANAGER, CURTIS PUBLISHING CO. 


Mr. MacNeau. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, my name is Robert 
MacNeal. I am president and chief executive officer of the Curtis 
Publishing Co., by whom I have been employed for over 34 years. 

The Cuarman. May I interrupt you? For the record may I have 
the name of the gentleman accompanying you ¢ 

Mr. MacNeau. Yes, sir. Mr. Donald M. Hobart, senior vice presi- 
dent of the Curtis Publishing Co. 

If the chairman will permit, I would like to call Mr. Hobart later. 

Our company publishes the Saturday Evening Post, Ladies’ Home 
Journal, Holiday, and Jack and Jill magazines, having a total cireu- 
lation of over 12 million copies per issue, of which over 70 percent are 
distributed through the mails, 

Your courtesy in giving me this opportunity to present my views 
on postal policy and postal rates is sincerely appreciated. 

I make no pretense of being an expert on postal matters—and our 
company is now and always has been willing to bear its fair share of 
postal costs—but as a businessman I must oppose H. R. 5836 in its 
present form because I believe it prescribes a remedy which is not 
only incompatible with the cause of the problem but also is in contra- 
diction of the very policy which it undertakes to enact into law. 
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The rates proposed in title I of H. R. 5836 were obviously not arrived 
at by the methods or under the principles prescribed in title II. Had 
they been, it is almost certain that some rate increases would have been 
indicated, but the amount of such increases by class can properly be 
determined only by application of methods and principles which im- 
plement policy. By contrast, increases which completely distort the 
traditional relationships, not only between rates for the various classes 
of mail, but also within classes, could destroy much of the careful 
work the Congress has accomplished in building this rate structure 
step by step during the past hundred years. 

Therefore, I believe it is absolutely imperative that Congress first 
adopt a clear and fully detailed statement of its polic y with 
respect to the purposes, services and rate structures of the Post Office 
before adjusting rates. It should reaffirm that the first purpose of 
the Post Office is to render a valuable and necessary service to the 
public; that the primary service is the rapid carriage and delivery of 
first-class mail. Such a statement should define, for example, the 
public welfare services to be performed by the Post Office but not 
charged to users of the mails; it should define the purpose and appli- 
cation of the cost-ascertainment report with respect to any adjustment 
of postal rates. This latter point is highly important because, while 
there seems to be general agreement that the report is a carefully pre- 
pared, arithmetica ally accurate document, postal officials have long 
recognized that the cost-ascertainment report is neither intended nor 
suitable for r: atemaking purposes. Yet because there is no other source 
for such detailed postal information, data from it is widely used even 
by those who oppose it. Its real danger is in what it does not do, and 
in some instances, probably cannot be expected to do. 

The cost-ascertainment report is on a pro rata rather than an in- 
cremental basis of cost accounting, yet every class of mail contains 
rates established by the Congress on an incremental basis. If, accord- 
ing to the report, it really cost more than $300 million to handle second 
class mail in 1956, compared with its revenue of $66 million, it is quite 
apparent that the $33 million increase proposed in H. R. 5836 is an 
alarming step toward a completely impractical and unrealistic rate 
structure. Unless the Post Office accounting methods are required to 
segregate and charge elsewhere all other than incremental costs for 
second-class mail, the publishing industry will live in unwarranted 
and continuous insecurity. 

A detailed and fully implemented statement of policy would make 
possible the development of a cost-ascertainment system which would 
truly reflect the intent of Congress. Adoption of such a policy is long 
overdue and urgently needed. 

I said a moment ago that my company is willing to bear its fair 
share of postal costs. As evidence of good faith, I would like to offer 
a suggestion. I realize that the need for more postal revenue may 
now be so pressing that rate increases could no longer be properly 
deferred. If this be true, it seems to me it is imperative to preserve 
the relationship between rates for the various classes of mai] until 
such time as rates based on further sound policy can be established. 

May I suggest that this preservation of rate relationship could be 
accomplished, for example, by a 33-percent increase in the major 
elements of first-, second-, and third-class mail as follows. And there 
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is a chart just following page 14, if I may call the chart to the atten- 
tion of the chairman and committee members, that illustrates the 
point that 1 would like to make here. 

(The chart referred to follows :) 


HISTORICAL AND POTENTIAL RATE RELATIONSHIPS 


lst Class 2nd Class 3rd Class* 


= ea | 250% 


1 
21/2 cents | 
| { 
— eee mee —, 208% \. 
-»|-------- + 200% 
| 
! es | 
ee 2 cents 
a 167%  ~% 173% | | 
| \ ’ 
5 cents | ; 150% 





1 1/2 cents 










1952-1954 
1952 
100% 


*Minimum piece rate for bulk mail. 


Mr. MacNerau. On first-class letter mail: An increase from 3 cents 
to 4. cents per ounce. It is assumed that the 1-cent increase would also 
be applied to postal and post cards, and to airmail letters and cards. 

Second-class mail: Three 11-percent increases effective at 1-year 
intervals. 

Third-class mail: An increase in the bulk rate minimum from 114 
cents to 134 cents and a year later to 2 cents. 

The CHarrmMan. Let me say that the committee appreciates your 
coming in here particularly when it means that you would pay more 
taxes In making suggestions along these lines. 

Go ahead, Mr. MacNeal. 

Mr. MacNerau. Thank you, Mr. Chairman. 

If the foregoing program were to be made effective July 1, 1958, it 
would give some notice to users of first-class mail where the base of 
| the burden is broadest and most easily borne; it would recognize that 


publishers have existing long-term subscriptions from which no addi- 
tional revenue can be obtained to cover higher mailing costs; and it 
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would give third-class mail users time to make such adjustments in 
their sales programs as might lessen the impact of such an increase. 

On the negative side, it would undoubtedly work a very real hard- 
ship on many users of each class of mail, particularly under the difli- 
cult business conditions they face today. 

Such an adjustment yond preserve the major current rate relation- 
ships. However, if restoration of the relationships existing in 1951 
were desired—and I think that is a subject very worthy of con- 
sideration—the principal rate structure would consist of a 5-cent 
letter rate, three 10- percent increases in current second-class rates, 
and a 124-cent rate per piece for third-class bulk mail. 

May I emphasize that if additional revenues are urgently needed, 
adoption of postal policy is even more so. Assuming that publi¢ 
service elements identified and evaluated in your advisory commit- 
tee’s report on this subject, were to be removed from the so-called 
postal deficit an improvement of some $400 million would be ef- 
fected. A 33-percent rate increase such as first described above 
would probably increase postal revenues by perhaps $450 million to 
$500 million per year when fully effective. The combination of these 
two amounts would certainly go far toward equalizing postal costs 
and revenues. 

And may I depart from the prepared text for just a moment to 
comment that whereas the first suggestion of preserving current 
rate relationships would amount to perhaps $450 million to $500 mil- 
lion per year, the preservation of relationships existing in 1951 in 
the second phase of that suggestion would result in ine reased postal 
revenues of perhaps $700 anliion per year. compared with the $450 
million to $500 million. 

The CHatrman. The committee, having made a profund study of 
this, realizes that you have been studying this matter very carefully. 

Mr. MacNeav. Thank you, sir. 

At this point I am sure you have no desire to listen to a long dis- 
sertation on the development of our postal system and the importance 
of its rate structure to our country’s adult education, culture, or 
economy. No one could rez id Senator Johnston's article in Reader's 
Digest, or Senator Neuberger’s speech to the Oregon Newspaper Pub- 
lishers Association, or study the proposals of Senator C aliios and 
Senator Johnston for financing rehabilitation of the postal system, 
and doubt that this committee is thoroughly informed on these com- 
plex and important subjects. 

Therefore, I shall direct my further remarks to that portion of 
H. R. 5836 known as the Rhodes amendment, and to which I take the 
most serious objection. 

Without intending to question his integrity, I believe much of Mr. 
Rhodes’ testimony on August 20, 1957, before this committee was 
misleading. 

For example, in claiming that first-class mail pays its way, he 
said: 


Table 100 of the cost ascertainment report shows first-class revenues which 
are $35,600,000 in excess of allocated budgetary expenditures. 

What he did not say was that in column 9 of that very same line of 
table 100, the “Deficiency of revenues” of first-class mail is over $346 
million for the same period in which he claims it was profitable. 
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The Cuarman. That is true when you take into consideration the 
preferred treatment. 

Mr. MacNgat. Yes, sir. 

He referred to the second-class deficit as $252 million whereas 
column 9 of table 100 shows a deficiency of $101,659,647. 

Although Mr. Rhodes says the purpose of his amendment “is not to 
penalize any publisher or to cut his profit margin”, study of the effect 
it would have on the mailing costs of the § Saturday Evening Post and 
Ladies’ Home Journal reveals that the burden could well be intoler- 
able. 

For example, if computed on the basis of per-piece cost (1956 cost 
ascertainment report) the increase would be over $9 million, based on 
1957 Post and Journal circulations. Computed on the basis of per- 
pound costs (1956 cost ascertainment report) the increase based on 
1957 circulations would be over $22 million. 

There may well be other ways to estimate its costs, because as 
Deputy Postmaster General Stans remarked : 

It is subject to a number of interpretations now. It would be very difficult to 
administer. 

In the exhibit used before this committee on August 20, 1957, Mr. 
Rhodes submitted data which alleged subsidies to the Post and Journal 
totaling about $8 million per year. If I may have your permission, 
Mr. Chairman, I would like Mr. Donald M. Hobart, senior vice presi- 
dent and director of research for our company, to present some statis- 
tical proof of the dangerous fallacy of using cost ascertainment statis- 
tical averages for a class of mail, to determine the profit or loss in 
individual publications. 

Mr. CuHarrMan. We will be glad to hear Mr. Hobart. 

Mr. Hoparr. Thank you very much, Mr. Chairman, I appreciate 
this opportunity. 

Statements are constantly being made that the postage we pay on our 
magazines fails to cover the cost of handling to the post office. When 
such statements are made, the cost of handling referred to is the allo- 

‘ation cost shown in the cost-ascertainment report. 

For example, the cost-ascertainment report does not give any in- 
formation whatsoever as to the number of pieces or pounds of mail 
of any class handled in rural free delivery service, but we know, from 
studies we have made, that less than 9 percent of our copies are ad- 
dressed for delivery on rural routes. 

Furthermore, upon examining postal-operations costs, it is apparent 
that charging $60 million of rur: ral free deliv ery to second class isaway 
out of line. Second class is being charged with approximately 30 per- 
cent, although it constitutes only 12 percent of pieces of mail of all 
classes. Str ‘angely, first-class mail, peor h constitutes over 53 percent 
of all pieces, is charged with only $65 million, or a little more than 32 
percent of rural free delivery cost. 

Other items of postal-operations costs also warrant close scrutiny. 
For example, second-class matter is charged with over $28 million for 
salaries and travel of postmasters and supervisors, and third class with 
over $41 million. Could any substantial part of these costs be elim- 
inated if there were no second- or third-class mail? If not, these costs 
should not be allocated to those classes. 
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Summing up, it seems apparent that alleged costs allocated to Post 
and Journal mailings must have been overstated by a substantial 
margin. The per-pound costs derived from the figures furnished by 
the Post Office Department to the House in April "1957 indicated the 
following: 


[Cents per pound] 





Alleged cost Revenue Alleged 

received | deficit 
The Post__- abet aids iia aes ; : 7 5. 945 2. 165 3. 78 
Ses, a ee ; oe Se cee Bea 4.919 | 2. 104 2. 725 


Overcharges assigned to our publications merely as a result of the 
use of averages amount to: The Post, 2.2 cents per pound; Journal, 
1.9 cents per pound. 

Giving effect. to these adjustments, the comparison between cost 
and revenue for the two publications would be this: 


{Cents per pound] 


Adjusted Revenue Adjusted 
cost received deficit 
RPE gcc ccd tes soak ee ee re 3. 745 | 2. 165 1. 580 
Piles ha cack ce aditgnk tb doinedo-bh be dieb awe -| 3.019 2. 194 | . 825 
a Re ae ” i init | 





The Cuatmrman. That shows if the 2 were adjusted about 3314 per- 
cent which would just about make you pay your way, if you add the 
2 together. One would be a little under and the other would be a 
little over. 

Mr. Hoparr. Yes, sir. There is one other factor, however, that I 
would like to make at the top of the next page, which affects these 
figures. 

The Cuarrman. Proceed. 

Mr. Hoparr. Finally let us consider the proposition, recognized in 
the Cost Ascertainment Report for 1956 for the first time, that a large 
part of the costs allocated to second class should be transferred else- 
where before the cost ascertainment figures are used for ratemaking 
purposes. 

The theory is explained on page 3 of that report, and an actual 
reduction of 50 percent is made in allocated second-class costs shown 
m table 100, page 112, of the report. We have not made the 50 per- 
cent reduction in the above cost figures because we do not know how 
the Post Office Department arrived at these costs, and we thought it 
would be unfair for us to do that at that time. 

I want to refer to certain items which are very important in rate- 
making and compare all second-class mailings to the mailings of the 
Saturday Evening Post and Ladies’ Home Journal. 

This material is shown in the next table, entitled “Comparison on 
items indicated between all publishers’ second-class mail and mailings 
of Saturday Evening Post and Ladies’ Home Journal.” 

(The table referred to is as follows :) 
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Comparison on items indicated between all publishers’ 2d-class mail’ and 
mailings of Saturday Evening Post and Ladies’ Home Journal, 1956 








Item All 2d class Post and Percent ours 
Journal is of total 

Postage paid -_- 7 se 7 Bice dca 6 caslieeacen $65, 891, 000 $4, 623, 000 7.016 
NN. Ben... ils iekis damn einetaeins 2 ae | 6,914, 504,000 | 213, 869. 000 3. 093 
Nc ee Bat | 20. 589 | 57. 066 | 277. 167 
Average miles hauled ; aa fi la alt rn diel 511 | 205 40. 117 
Total pounds... ad Race a oc are caes'niecaeceslll | a 212, 379, 000 | 7. 858 
Nonlocal cubic-foot-miles be i bbatbanereddctn acid beeen 679, 012, 890 | 1. 166 


ROM OUMINII 88 oc | 634,002,000 | 19, 374, 274 | 3.056 
| | 


! Data on publishers’ 2d class mail from 1956 Cost Ascertainment Report, tables 100, 252, 24, 40-A, p. 59. 


Mr. Horarr. The figures for all second class are shown in the first 
column of the first chart and the figures for the Post and Journal in 
the second column. The percent our magazines are of all second class 
isshown in the last column. 

The Cost Ascertainment Report for 1956 states that all second-class 
mail paid postage to the amount of $65,891,000. The Post and Journal 
that same year paid $4,623,000 in postage, or over 7 percent of the 
total. But while they paid over 7 percent of all the second-class 
postage that year, the Post and Journal accounted for only about 3 
percent of the total pieces. 

Also there were other important points of difference. All second- 
class mail showed 20.589 pounds per cubic foot, but in the case of our 
magazines there were 57.066 pounds per cubic foot, or 277 percent of 
the second-class average. Much less cubic-foot space was needed to 
carry a pound of our magazines, but publications of highest weight 
density are charged the same rate as those of lowest weight density. 

One other factor is of vital importance. While the average haul 
for all second class was 511 miles, our magazines were hauled only 205 
miles, due to the fact that they are shipped by us to 28 entry points 
and delivered to the post offices there. Thus our average mileage per 
copy is only about 40 percent of the average for all second class. 

The Cuarmman. That cuts down on the handling. 

Mr. Hoparr. Yes, sir; materially. 

The total pounds of our magazines represented 7.85 percent of all 
second-class pounds but, because of the greater number of miles 
shipped, the Post and Journal accounted for only 1.166 percent of 
all the second-class nonlocal cubic-foot miles and only 3.056 percent 
of the nonlocal ton-miles. 

The reason for some of this difference between share of postage 
paid and share of these factors so important to ratemaking is shown 
in the next table, entitled “Comparisons of revenue and alleged cost 
by publication categories.” 
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(The table referred to is as follows :) 


Comparisons of revenue and alleged cost by publication categories, 1956 


pa : ] 


Alleged cost Revenue 
Category ae ae 

| 

| Amount | Percent Amount | Percent 

| | } 
Exempt from zone rate_ tb binwn’ 4 | $58, 679, 000 18. 658 $5, 158, 000 8. 323 
5 percent or less advertising - - ioiabie.. ee 10, 238, 000 3. 255 | 1, 102, 000 | 1. 778 
Exempt classroom publications____- be 2, 419, 000 . 769 441, 000 712 
Free-in-county publications _- | 14, 009, 000 4. 454 None None 
Daily newspapers | 75, 888, 000 24. 130 14, 603, 000 23. 562 
Newspapers other than daily-_- _| 24, 865, 000 7. 906 | 2, 663, 000 4. 297 
Agriculture, business, and professional publications....| _ 30, 752, 000 9. 778 7, 187, 000 11. 596 
Religious, educational, and welfare publications__-_____- 2, 223, 000 . 707 | 199, 000 . 321 
Magazines and periodicals of general interest ____- | 95, 429, 000 30. 343 30, 623, 000 49. 411 

Total______- __......-..-..] 314, 502,000 | 100. 000 61, 976, 000 100. 000 


11956 Cost Ascertainment Report, table 100-A, p. 113. 


Mr. Hosarr. This chart compares the revenue and alleged cost by 
the various publications categories included in second-c lass. The data 
is taken from table 100—A of. the cost ascertainment report and shows 
not only the total amount in dollars but the percent each category 
is of the total amounts. 

The enemies -from-zone-rate group was allocated 18.658 percent of 
the second-class cost and accounted for 8.523 percent of the total 
revenue. 

Senator Cartson. Why not define this “exempt from zone rate” 
for the record. What are those publications? Exempt from zone 
rate is a statement, but what does it mean / 

Mr. Hoparrt. I would like to have Mr. Hall define that. 

Mr. Hatz. That would be publications that either because of their 
special status don’t pay the zone rate, pay the editorial rate only or 
the rate applicable on mailing matter. You have several categories. 

Mr. Brawiry. Magazines and publications with less than 5 per- 
cx 

Mr. Hat. No; that is the next category. There isa little difference 
there. But it is the same rate, incidentally. On the two categories 
the rate is the same. 

Senator Cartson. Thank you; 1 wanted that for the record. 

Mr. MacNeat. For the record, the gentleman who gave that infor- 
mation was Mr. Phillip Hall, traffic manager, Curtis Publishing 
Co, 

Mr, Hosarrt. I think that points up the importance of having the 
specifications of these various categories, very definitely. 

The next group is the 5-percent-or-less- advertising group. They 
were charged with 3.255 percent of the cost and 1.778 percent of the 
revenue. The exempt classroom publications, 0.769 percent of the 
cost and 0.712 percent of the revenue; the free-in-county publications, 
4.454 percent of the cost and none of the revenue; daily newspapers, 
24.13 percent of the cost and 23.562 percent of the revenue; newspapers 
other than daily, 7.906 percent of the cost and 4.297 percent of the 
revenue; agriculture, business and professional publications, 9.778 
percent of the cost and 11.596 percent of the revenue; religious, edu- 
‘ational and welfare publications, 0.707 percent of the cost and 0.321 
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percent of the revenue; and finally magazines and periodicals of gen- 
eral interest, 30.543 percent of the cost and 49.411 percent of the 
revenue. 

Only agriculture, business, and professional publications and maga- 
zines and periodicals of general interest—those two groups—showed 
a higher percentage of revenue than they did of allocated cost, al- 
though daily newspapers ran very close, approximately the same. 

There is, as you can see, no constant relationship between allocated 
costs and postal revenue within second-class itself, and yet the cost 
ascertainment report attributes deficits to a whole class of mail even 
though all rates within the class are not uniform. 

But this is not the whole story, for there are differences even in 
the individual groups within categories. 

Let’s refer to the next table, which shows “Comparison on items 
indicated between magazines and periodicals of general interest and 
mailings of Saturday Evening Post and Ladies’ Home Journal.” 

(The table referred to is as follows :) 


Comparison on items indicated between magazines and periodicals of general 
interest’ and mailings of Saturday Evening Post and Ladies’ Home Journal, 
1956 


| Magazines | Percent 
| and periodicals Post and | ours is of 
Item | of general Journal total 
interest | 

Postage paid ; pi 4 $30, 614, 366 $4, 623, 000 | 15. 101 
Total pieces____- ow ..--------| 1,584, 529,000 | 213, 869, 000 13. 497 
Pounds per cubic foot 26. 389 57. 066 216. 249 
Average miles hauled bite oes ‘ ‘ - 487 205 | 2. 094 
Total pounds 1, 217.067,000 | 212, 379, 000 17. 450 
Nonlocal cubic foot-miles._______- 2 ph de 20, 800, 940, 000 679, 012, 890 3. 264 
Nonlocal ton-miles ane ny 274, 458,000 | 19, 374, 274 7. 059 


' Data on magazines and periodicals of genera! interest from 1956 cost ascertainment report, tables 41, 24, 
40-A. 


Mr. Hoparr. Here on this chart is a comparison of the entire maga- 
zines and periodicals of general interest mailings with the mailings 
of the Post and Journal on various items important in ratemaking. 
The data for all magazines and periodicals of general interest are 
shown in the first column of the next chart, and for the Post and 
Journal in the second column. The pereent our magazines are of the 
total is shown in the last column. . 

The cost ascertainment report of 1956 shows that the postage paid 
by all magazines and periodicals of general interest amounted to 
$30,614,366. The Post and Journal that year paid $4,623,000, or 
over 15.101 percent of the total of that group total. They also ae- 
counted for 13.497 percent of the total pieces. 

There were important points of difference between the Post and 
Journal and the group as a whole. In pounds per cubic foot the 
group showed 26.389 pounds and the Post and Journal, 57.066—over 
twice as many pounds per cubic foot—thus less than one-half as much 
space is needed to carry a pound of our magazines as it takes for the 
group asa whole. Here again publications of high weight density are 
charged the same rates as those with low density. 

Another factor, as I indicated earlier, is important—the average 
haul. While the average haul for the group was 487 miles, the aver- 
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age for the Post and Journal was 205 miles. Thus our average haul 
per copy is only 42 percent of the average for the group. 

The total pounds of our magazines c: -arried represented 17.45 per- 
cent of the total pounds handled, but because of the greater number of 
pounds per cubic foot and the smaller number of miles shipped, the 
Post and Journal accounted for only 3.264 percent of all the non-local 
cubic foot-miles of the entire group and only 7.059 percent of the 
nonlocal ton-miles. 

In the important factors affecting rates we see that the Post and 
Journal aaa over 15 percent of the postage, and while they had 13.497 
percent of the pieces, accounted for only 3.264 percent of the nonlocal 
cubic foot-miles and 7.059 percent of the nonlocal ton-miles. 

Mr. MacNeau. Mr. Chairman, this concludes the presentation of 
our reasons for believing that title I] of H. R. 5836 needs considerable 
revision and expansion, that the rates in title I should be revised to 
preserve existing rate relationships, and the Rhodes amendment should 
be deleted altogether and ratemaking kept in the hands of Congress 
where it belongs. 

We thank you and the members of this committee for giving us 
this opportunity to express our views on this important legisl: ation. 

The CratrMan. We certainly thank you, Mr. M: acNeal, for the 
information you have brought tous this morning. It is very enlighten- 
ing. I think it is very, very good. 

‘We appreciate your coming, Mr. MacNeal. Thank you, sir. 

Mr. Brawtey. How do you feel about the very low minimum per- 
piece rate existing in second-class mail, one-eighth of 1 cent / 

Mr. MacNeat. I believe that that is an excellent example of the 
intent of Congress to set rates that would not be able to pay the cost 
of handling. The operating cost of labor per hour in the post office 
is about, if I recall correctly, $2.16—S$2.15 per hour. 

That one-eighth of a cent would pay for about 2 seconds of 1 man’s 
time, and I don’t believe that you can handle a piece of mail from the 
time you receive it, transport it, do all of the handling operations and 
deliver it to the designated recipient in 2 seconds. 

Therefore, if your price provides for the application of only 2 sec- 
onds of a man’s time, it was obviously not intended to charge full 
cost of handling. I believe that that rate is unrealistically low, but 
my opinion would be of little importance on that because that is the 
sort of thing that a policy statement should spell out. And if it is the 
intent to have a lower than cost rate on such items, and the policy 
statement spelled that out, then vou would know how much to transfer 
out of postal costs that are public service costs, and how much of it 
should be borne by the user of that particular type of mail. I think 
that would be the only fair thing to do. 

Mr. Brawtey. Actually there are many millions ef pieces that go 
through second class for one-eighth of 1 cent, which is ridiculous. 

Mr. MacNrat. Nevertheless, sir, when people appear before this 
committee and quote the loss on our publications, they are including, 
because they are using second-class figures, the losses which accrue 
from those special rates provided within second class, and that is why 
I lay such heavy emphasis on the relationship of rates within a class 
as well as the relationship between the various classes. 
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Senator Cartson. Mr. Chairman, I want to express my appreciation 
for Mr. MacNeal’s appearance. It is information like this that we 
need. ’ 

And Mr. Hobart, this material and the breaking down of these 
various segments of second-class mail is very helpful to me at least. 
I certainly appreciate it. 

I noticed, Mr. MacNeal, that you mentioned on the second page of 
your statement, something about the policy committee statement that 
we should, in your opinion, make a part of our postal operations, and 
with which I am in accord. We should have some statement that 
would define the public welfare services of the Post Office Department. 

Some time ago I asked the Post Office Department to submit to me 
some of the things that they do for other agencies. 

Mr. Chairman, I am not going to read this letter, but I notice that 
for services that they get no reimbursement, the Armed Forces ask 
that relatives of deceased men be notified, Housing Administration, 
Veterans’ Administration; the Agriculture Department requests that 
we report on the sighting of doves. They answer many questions. I 
would like to have this made a part of the record of our hearing today 
some place. 

The Crairman. Does the letter mention that the Department keep 
track of 2,500,000 aliens in the United States and reports their changes 
of address / 

Senator Cartson. It mentions the things they do, such as selling 
bird stamps. 

The Cuarrman. Or documentary stamps. It is even necessary to 
purchase a stamp from the Department for a deed. 

Senator Cartson. If you have no objection I would like to have 
that inserted in the record for information. 

The Cuairman. I will be glad to have it. 

(The letter follows:) 

OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., January 3, 1958, 
Hon. FRANK CARLSON, 
United States Senate, 
Washington, D. 0. 

DeAR SENATOR CARLSON: This is in reply to your letter of December 27, 1957, 
requesting information concerning certain nonpostal services performed by 
the Post Office Department for other Government agencies. 

The following are services of this nature performed for other government 
agencies without reimbursement : 

1. The Armed Forces ask that relatives of deceased service men be located. 

2. The Housing Administration asks that former tenants be found. 

3. The Veterans’ Administration asks that we deliver flags for veterans’ 
funerals. 

4. The Agriculture Department requests that we report on the sighting of 
doves. 

5. We answer inquiries from Selective Service. 

6. The Federal Bureau of Investigation enlists our aid on occasion in law 
enforcement. 

In testimony before the House Committee on Post Office and Civil Service, 
84th Congress, 2d session, during the hearings on H. R. 9226, the former Deputy 
Postmaster General, Mr. Maurice H. Stans, stated that none of the above items 
cost the Department as much as $25,000 a year. In all probability the cost of 
these services amounts—in the aggregate—to about $100,000 annually. 

The article in the Reporter of Direct Mail Advertising to which you refer con- 
tains reference to other postal services which are not listed above. These 
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services, with an explanation as to why they are no longer a financial burden 
on the Department, are listed below: 

1. The sale of savings stamps for the Treasury Department. 

The Department is reimbursed by the Treasury for this service. 

2. The sale of bird hunting stamps for the Department of the Interior. 

The Department is reimbursed by the Department of the Interior for this 
service. 

3. Charitable organizations ask that money be received by postmasters for 
health funds, such as “polio.” 

Postage at regular first-class rates is paid on these mailings. It is estimated 
that the savings from the bulk handling of this mail offset the slight cost of 
correspondence involved in making these arrangements. 

4. The distribution of applicant forms for alien registrations. 

The Department is reimbursed for the cost of this service by the Department 
of Justice. 

5. We distribute income tax blanks for the Treasury Department. 

The Treasury Department pays for the distribution of tax blanks to taxpayers 
at regular rates of postage. A limited number of additional tax blanks is made 
available at post offices but the cost is insignificant. 


6. Widows and children are certified in January and July for continued pension 
benefits. 


This service is no longer required. 

In addition, the Post Office Department sells documentary stamps for the 
Treasury Department and distributes information for the Civil Service Com- 
mission. Post Office expenditures to provide these services amounted in fiscal 
1956 to $180,000 and $1,700,000, respectively. During the first session of the 
current Congress identical bills (S. 2128 and H. R. 7908) were introduced in the 


House and Senate which, if enacted, would provide reimbursement in the above 
amounts. 


In summation, thé nonpostal services performed by the Post Office Department 
for other Government agencies in fiscal 1956 amounted to a total of about $2 
nillion of which approximately $1.9 million will be reimbursed to the Department 


if legislation now before the Congress is enacted during the present session of the 
Congress. 


I hope I have answered your questions satisfactorily and send best wishes for 
a happy and prosperous New Year. 
Sincerely yours, 
ARTHUR E, SUMMERFIELD, 
Postmaster General. 
Senator Cartson. Mr. MacNeal, I notice that you are suggesting 
second-class mail, three 11-percent increases effective at 1- year inter- 

vals. I assume you had some basis for coming up with 11 atone 
We have had 10, 15, and 20 discussed, but I don’t believe we have ever 
discussed 11-percent increases. 

Explain that to us. 

Mr. MacNrat. Senator Carlson, that is something that I put in there 
so that I would not be asking for less for second-class mail than I would 
for first- or third-class mail, and I suggest that they carry a smaller 
wr tion of the increase. 

Senator Cartson. Ona percentage basis ? 

Mr. MacNrat. It is so that all three classes would have a 33- percent 
increase. I pointed out that if you had 8 to 4 cents in first class, that 
would be 35 percent; if you went from 114 to 2 cents in third-class 
mail that would be 33 percent, and I did not feel that I should then 
suggest three 10-percent increases in second class which would only 
be 30 percent. So that I made it three 11's to be consistent. 

I would like to call to your attention on the first chart that the 3-ceut 
rate and the 100-percent rate for second class and the 1-cent rate for 
third class shows the rates existing in 1951. 

The other material above those lines shows the effect of the various 
increases that are outlined here in the preservation of the relation- 
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ship between current rates and preservation of the relationship he- 
tween the rates as they existed in 1951. 

I think special emphasis is due there because second class has al- 
ready had a 80-percent increase: third class has had a 50-percent in- 
crease: and I believe that it is only equitable to take those increases 
into consideration when giving consideration to further rate adjust- 
ments. 

And I believe that the second proposal in my presentation here this 
morning for presentation of the relationship between the rates as they 
existed in 1951, is more equitable than to make the preservation be- 
tween the rates that exist right now. 

You would see if that happened, first class would be 167 percent of 
the 1951 rate, second class 169 percent, and third class would be 167 
percent. 

So that there we have 167, 169, and 167. I think that is the relation- 
ship that should be preserved. 

Senator Cartson. If they followed the 1951 relationship on second 
class it would be three-tenths ? 

Mr. MacNeau, Yes, sir; but three-tenths of 130 percent which 
give you 169 percent of your 1951. 

There again I didn’t try to bring it out within that 2-percent limit 
and [ didn’t make that 2 percent higher on the second class than the 
other two. I think that would be a very equitable approach to it. I 
would prefer that to the first proposal. 

Mr. MacNeau. I don’t want to leave any misunderstanding of what 
I prefer. It is the second proposal, which is three-tenths. Because 
the second proposal, with three-tenths for second class, gives you 167 
percent in first class, 169 in second, and 167 percent in third class of 
the 1951 rates, and I think that is the relationship which should be 
preserved. 

The CHarrman. Second class has been adjusted in past years, but 
first class has not been since 1932. 

Mr. MacNeat. That’s right. 

Senator Cartson. Yesterday morning, Mr. Robertson, chairman of 
the Senate Appropriations Subcommittee which handles appropria- 
tions for the Post Office Department, stated that he had a letter from 
the Virginia Press Association in which they were somewhat con- 
cerned about three-tenths percent increase reading matter and edi- 
torials and three 15-percent increases on advertising. Have you any 
comment on asd ¢ 

Mr. MacNeat. I would have to protest a different increase on the 
advertising content than on editorial content. I think that would flout 
the very demonstrable value that advertising has been in the develop- 
ment of the economy and culture of this country. I think that it would 
be impossible to have a higher increase on advertising content than 
on editorial content without completely ignoring the effect of that 

value on the economy. And I think it would be a penalty on advertis- 
ing, and I think to penalize advertising is to penalize the thing that 
creates the desires on the part of people to have a better standard of 
living and to help pull us out of the sort of situation we are in economi- 

cally today. I think that would be the wrong thing to do in principle, 
sa I think it would be the wrong thing to do from the standpoint of 
recovery in our economy. 











456 POSTAL RATES 


I would feel very deeply about that, Senator. 
That is all, Mr. Chairman. 

The Cuarrman. So the only reason you give 11, 11, and 11, is to try 
to keep that in line with the other industries, in first class and third’? 
Mr. MacNxat. That is the only reason, to preserve that ; yes, sir. 

lhe CHairMAN. Do you have any questions, Senator Yarborough? 

Senator YarsoroucH. No questions, Mr. Chairman. 

The Cuamman. We certainly appreciate your coming here this 
morning, gentlemen. 

Mr. MacNeraz. Thank you. 

Che Cuamman. Our next witness is Mr. Francis R. Cawley, vice 
president, Magazine Publishers Association, Inc. 


STATEMENT OF FRANCIS R. CAWLEY, VICE PRESIDENT, MAGAZINE 
PUBLISHERS ASSOCIATION, INC. 


Mr. Caw.ey. Mr. Chairman and members of the committee, my 
name is Francis R. Cawley. Lam vice president of the Magazine Pub- 
lishers Association and in charge of its Washington office. 

I would like to thank you and members of the committee for the 
opportunity to appear and to present our position on the rate bill. I 
would like also to say that the charts down there are my responsibility. 
T shall refer to them at the conclusion of the hearing. 

The CuarrMan. I wondered what they were. 

Mr. Cawtey. I am sure my statement will dovetail very well with 
that of Mr. MacNeal who preceded me. A number of questions were 
asked that are more fully answered in my statement. 

I should like to addres my remarks to three main topics: (1) The 
inadequacy of the postal-rate policy set forth under title Il of H. R. 
5836, as passed by the House; (2) the fallacy of cost ascertainment 
for rate making; and (3) some suggestions for improving H. R. 5536. 

Title II, Postal rate policy, provides under section 202, paragraph 
(5), on page 14 of this measure the following: 

(5) The Postal Establishment should be operated in a businesslike manner but 
clearly is not a commercial enterprise conducted for profit and if would be an 
unfair burden upon users of the mails to compel them to underwrite those er- 
penses incurred by the Postal Establishment which are not related to the postal 
services they receive. 

Mr. Chairman, I find no fault with that at all. I think it is a fine 
provision and I shall refer to it from time to time, because I believe 
the Post Office Department has not followed its own policy in present- 
ing their bill to Congress. 

Also, on page 17 of this measure, section 205, paragraph (A) of the 
title provides: 

(A) The sum of such public service items should be assumed directly by the 
Federal Government and paid directly out of the general fund of the Treasury 
and should not constitute direct charges in the form of rates and fees upon 
any user or class of users of such public services, or of the mails generally 
and * 9 '*, 

You will note in my prepared statement I have italicized the im- 
portant parts there for purposes of emphasis. 

This is a portion of the postal policy advocated and supported by 
the Post Office Department before the House Post Office and Civil 
Service Committee. Shortly before testifying on this measure before 
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the House committee, the Post Office Department supported another 
bill, H. R. 5206, a bill to authorize and direct the Postmaster General 
to estimate for each fiscal year certain expenses incurred by, and losses 
in revenues to, the Post Office Department, and for other purposes. 

This was a bill which attempted to spell out public-service items. 
It hasn’t been considered by the House, but at least the Post Office 
Department testified on H. R. 5206. 

In the testimony before the House committee on H. R. 5206 the De- 
partment contended that there was approximately $28 million in pub- 
lic-service costs for which the Department should be reimbursed from 
general funds of the Treasury. 

Gentlemen, I contend that if the Department had considered that 
there were public services over and above the $28 million here, they 
had an opportunity to make a case to have excluded from their costs 
public services in a far greater amount. I could only draw one conclu- 
sion from this action, namely, that their top limit on public services 
amounted to $28 million. Since then, their 1956 cost-ascertainment 
report has raised the amount to $43 million by the inclusion of certain 
nonpostal items. That is table 98 of their 1958 cost-ascertainment 
report. 

Mr. Chairman, you will recall that your committee has had ample 
testimony indicating that the public services of the Post Office Depart- 
ment far exceed thisamount. Now, how does the Department arrive at 
a $43 million public-service cost? For the most part it is done on the 
basis of forgone revenues which means that because of certain con- 
cessions extended mail users by the Congress the Department is los- 
ing a certain amount of money which otherwise would have been 
received. I believe the best example is that of free-in-county news- 
papers. They contend that under existing rates the Department is 
entitled to a $839,000 reimbursement because this is the revenue they 
are currently losing. 

Yet the 1956 cost-ascertainment report shows in excess of $14 
million as a loss on free-in-county. Assuming the Department re- 
ceives credit for this $839,000, the question remains, Who will pay 
the balance of the $13 million ¢ 

Another example is that of exempt publications, and a question was 
raised on that a while ago. These are nonprofit publications that are 
carried at low rates. The Department places a public service cost on 
this category of $2,114,000, and yet their total loss as shown in the 
1956 cost-ascertainment report is $55 million. Again, I ask, under any 
kind of a policy statement which would properly reflect public services, 
who is going to pay the $55 million difference here? This item alone 
far exceeds the $43 million, the Post Office uses as total for public 
services. 

(nother item has to do with public services which include registry, 
certified mail, special delivery, money orders, et cetera. According to 
the 1956 cost-ascertainment report there is a loss of approximately $58 
million. 

The Cuarrman. In regard to money orders, that is a public service. 
But even if we were to take it out of the Post Office, the cost of running 
the Department would not be materially reduced. 

Mr. Cawtey. That is correct, Senator: absolutely. 

The CuatrMan. So the Post Office would lose if we took it from out 
of the Post Office and did away with it. That is what we are facing. 
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Mr. Cawtry. Back in 1954 the Post Office’s own document entitled 
“Financial Policy for the Post Office Department,” on page 159, the 
Post Office, in referring to these services stated : 

The Post Office feels that the rates being charged may be at the maximum that 
the traffic can bear, although further studies are being made. It also believe 
that, since these are auxiliary services, any losses on them should be supported 
by revenues from other classes of mail, with the greatest percentage of respon- 
sibility going to first class. 

Some rate adjustments have been made in this category by the Post 
Office Department itself, but since no provision was made to cover 
these losses in H. R. 5206, they apparently still plan to rely on excess 
revenues from other classes of mail to deft ay this cost. 

In light of the facts above presented, how can the Post Office De- 
partment consistently argue that this bill would not constitute direct 
charges in the form of rates and fees on users of the mail for public 
services? Just to cinch the case, I want to go one step further. 

As I have previously indicated, the loss on exempt publications is 
$55 million. If you applied the Post Office’s 50 percent discount 
theory to the costs in this instance, you would arrive at an adjusted 
loss of approximately $25 million. But does the Post Office _Depart- 
ment respect either the policy in title II, or its own formula in deter- 
mining these losses? Indeed not, they have shifted the costs in their 
adjustment so as to produce a revised loss on exempt publications of 
approximately $6 million. I will explain that a little more fully in 
my chart. 

Their total of $102 million as the revised loss for all of second- 
class mail remains static. Therefore, I contend that they have even 
shifted the costs on exempt publications to other subclasses of second- 
class mail for which this bill is seeking rate increases, and in clear 
violation of their own policy provision. 

I want to make it perfectly clear that I consider the costs of han- 
dling exempt publications as a public service, and the Post Office 
Department must also consider it so because they have requested no 
increases in this category in H. R. 5836, which is the rate bill before 
this committee. 

Exempt publications travel at a flat rate of 114 cents per pound, 
reading and advertising portion, to any part of the United States. 
Magazines, which must make a profit to stay in business are required 
to pay about 2 cents on the reading matter portion and over 9 cents 
per pound to the 8 zone on the advertising portion. Even though 
exempt publications carry advertising in competition with the group 
which must make a profit to stay in business, their advertising por- 
tion will be carried at 114 cents per pound. 

I am not criticizing the special privileges accorded nonprofit 
organizations. Congress, in its wisdom, is probably right in con- 
tinuing these low preferred rates, but I believe it will be nec essary 
at some point to declare their total net loss a public service to be 
paid for out of the general funds of the Treasury and not to be 
charged to any other users of the mail. { 

The present policy in title IT does not enumerate public services 
or fix a firm basis for evaluating them. It is so loosely drawn that 
the Post Office Department can use it to support only $43 million of 
public services. I have mentioned several items here, anyone of 
which would exceed that. 
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Let’s take a look at cost ascertainment. Recently in testimony 
before the House Appropriations Committee, the Deputy Postmaster 
General described the cost ascertainment system as a fallacy when 
used exclusively for ratemaking purposes. That is covered on my 
second chart, Mr. Chairman. 

Mr. Chairman,’ we now have the 1956 cost ascertainment report, 
and in table 100 of that report we note a very important change. 
For the first time in the history of cost ascertainment the Post Office 
Department has made a lot of adjustments. They have combined a 
great number of nonbudgetary costs and intangible factors with the 
allocated postal budget ‘expenditures in order to arrive at figures 
consistent with their estimate of the situation and which they now 
say are consistent with policy expressed in title II of this legislation, 
and have thus attempted to make cost ascertainment a ratemaking 
document. I believe the committee will agree that this is the first 
time such a change has taken place. 

Let me quote from the headings contained on table 100 of the Cost 
Ascertainment Report for 1956. These read as follows: 

Summary of allocations of revenues and costs to classes of mail and services, 
with computations necessary to reflect factors not carried in Post Office Depart- 
ment accounts. 

The chairman will recall that in 1955 the Post Office Department 
did include some intangibles for the first time in its Cost Ascertain- 
ment Report on page IIT, but such findings were not combined with 
table 100 of that report which sets up the comparison of total revenues 
and total expenditures by the various classes and subclasses of mail. 
I have studied cost ascertainment reports for many years back and am 
satisfied that the modification of true costs on a use of facilities basis 
appears for the first time in the Cost Ascertainment Report for fiscal 
year 1956. 

When the former Deputy Postmaster General made his presentation 
before the House Committee of chart 2, which is a summary of table 
100 in the 1956 Cost Ascertainment Report, he made the following 
statement : 

In the sixth column, adjustments are made for the service factors which are 
not taken into account in the cost figures. The computations are recommended 
current applications of these factors, and follow a formula advanced by the De- 
partment’s Committee on Cost Allocation in is report of January 27, 1954. This 


procedure is in accordance with the policy statement in title II of this bill. 
[Emphasis added. ] 


Yet when speaking of a 50 percent discount, he always adds “should 
the Congress agree.” 

He further states that column 7 shows the costs of each class of mail 
adjusted to reflect these service factors and states: 


These costs represent the revenue requirements for ratemaking purposes in 
each class of mail. Deducting from these figures the actual revenues as listed 
in column 8 leaves the revenue deficiencies indicated in column 9. These are the 
amounts of revenue which, under this computation, should be supplied by current 
rate increases. The proposals in H. R. 5836 are clearly consistent with the 
results shown by the application of this formula except that the rate increase 
on second-class mail is less. [Emphasis added. ] 


The reference to adequacy of second-class rate proposals. I seriously 
challenge later on in my statement. 
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I contend that in one breath they have condemned cost ascertain- 
ment as a ratemaking device, and in another breath they have made 
revolutionary changes in it to make it support their rate case. Finally, 
they ask Congress to pass final judgment on them. Their findings 
this year may “be satisfactory. I am not in a position to judge them. 
However, I do believe that the committee should realize that the policy 
proposal in H. H. 5836 affords the Post Office Department a degree of 
flexibility that is dangerous. It seems under the proposal now before 
the committee that they can revise and change the cost ascertainment 
report at will from time to time to justify a number of findings for 
rate purposes. 

Another disturbing factor is readily apparent in tables 100 and 
100-A of the Cost Ascertainment Report for 1956. 

Mr. Chairman, I know you don’t have the cost ascertainment re- 
port here to follow, but my charts will make this much more clear 
at the conclusion of my statement. 

After making all their adjustments they show a deficiency in reve- 
nue of approximately $102 million on second-class mail, but they do 
not carry the adjustment showing intangible factors on the subse- 
quent breakdown of these items in table 100-A. In other words, 
they are in a position to tell you that second-class mail is losing $269 
million from table 100- A and this is the figure which is used for 
publicity purposes—but in table 100, for ratemaking purposes, they 
tell the Congress that the deficiency in revenue on second-class mail 
is approximately $102 million. There is a wide difference here. My 
point is that the Post Office Department, for publicity purposes, did 
not extend table 100—A sufficiently under their theory to show the 
true deficiency in revenue. 

The CrairMan. And they do not take into consideration all of 
the services which the Department is rendering under second-class 
mail, either, do they ? 

Mr. Cawtey. No; they do not. 

The Cuarrman. I think it is a question whether it should be 
charged to the Post Office or to the general public. 

Mr. Cawtey. Yes, sir; that is quite right. 

Certain magazines and periodicals of general interest, who must 
make a profit to stay in business, under this set of circumstances 
are now more than paying their own way and evidence to this effect 
has been presented to this committee. 

I would like to add here that the extension of table 100-A has now 
been put in the record of hearings before this committee. I recall 
that the committee asked for it in December. It was included in the 
record, and that material I have reproduced on my chart No. 3 which 
I will take up in a minute. 

It would appear that the Post Office, in applying its forgone- 
revenue theory has now decided that even this subclass of second-class 
mail shall make up some of the losses—and I am talking about maga- 
zines of general interest on which you have had testimony that they 
are now paying their way. First, in other subclasses of second- class 
mail and, finally, other classes of mai! or special services in direct 
contradiction of the provisions of section 202 (5) of this bill. 

Senator, I would just like to reread the underlined portion of my 
prepared statement. 
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The CuarrmMan. Proceed. 
Mr. Cawtey (reading) : 


It would be an unfair burden upon users of the mail to compel them to under- 
write those expenditures incurred by the Postal Establishment which are not 


related to the postal services they receive. 

Recently a great deal of attention has been directed to the loss on 
certain large second-class periodicals. As proof of the Post Office’s 
double standard in this matter of using the $269 million figure as a 
loss on second-class mail for publicity purposes, I want to advise your 
committee that the losses on these outstanding publications are based 
on $269 million and not the revised $102 million. As proof of this, 
I call the committee’s attention to a statement made by the Post Office 
Department on page 860 of the hearings before the House committee 
where Congressman Porter asked the Post Office Department to supply 
losses for certain eer and magazines which would reflect the 
adjustment for intangible factors. In answer to this inquiry the 
Department stated : “The Post Office Department is unable to supply 
these data.” 

They were able to supply them on the $269 million which they con- 
demned for ratemaking purposes. But when they make an adjusted 
figure, which is considerably less, and are asked to supply that same 
information, they are unable to do it. One questions the value of the 
first set of figures under those circumstances. 

I suggest that the committee would get an entirely different set of 
figures if the Post Office Department followed its own theory in 
filing with this committee the information on certain leading maga- 
zines and nawspapers. I respectfully refer the committee to the testi- 
mony of ‘Time, Ine. 

At this point I want to quote from the record of hearings before 
this committee on January 28, 1958: 

Senator YarsorouGcH. Then if the raises proposed are made in second-class 
mail, what would the loss still be per year on the second class? 


Mr. Raines. $270 million. No, it would be about $225 million. 
Senator YARBOROUGH. On second-class mail? 


Mr. Ratners. That is right: of course, these are straight allocated costs once 
aeaih. 

This statement is based on allocated costs which they have condemned 
for ratemaking purposes, I recall that as late as yesterday Senator 
Yarborough made a similar inquiry, and the answer was practically 
identical with that I gave you. 

Gentlemen, the Post Office allocates $102 million as the cost to be 
recovered from second class, but for propaganda purposes they con- 
s‘antly refer to the $270 million as the loss in second-class mail. No 
wonder the public and Members of Congress are confused on this 
matter. No wonder publishers are critic ‘ized when they dare protest 
arate increase. H. R. 5836 seeks $33 million in increases from second- 
class mail users, Even this unreasonable amount would leave an 
alleged deficit of around $69 million—not $225 million as implied by 
Mr. Raines. 

I say “alleged deficit” advisedly, because the $102 million contains 
items of public welfare and sever ral subclasses of second-class mail for 
which no rate increases are requested. These are exempt publications, 
free-in-county, weekly newspapers, classroom publications, and low 
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beneficial piece rates. A careful analysis of these would reduce a 
very substantial portion of the $102 million revised deficit. 

I respectfully urge your committee, Mr. Chairman, to establish 
more realistic standards by which the Post Office Department, from 
time to time, can arrive at determinations as a basis for fair and 
equitable postal rates. It seems to me that the first requirement under 
such a determination would be to itemize certain public services of 
the Post Office, set their costs aside in their entirety to be financed 
from the general funds of the Treasury, and then provide that the 
balance of costs be adjusted to reflect appropriate ratemaking fac- 
tors for the purpose of obtaining revenues that will more nearly 
equal expenditures. I believe that mail users generally will agree 
with this approach, but at the same time we recognize that these fun- 
damental determinations are lacking in the present bills. 

Before I conclude, Mr. Chairman, I want to comment on the amend- 
ment sponsored by Congressman Rhodes of Pe ennsylvania, and adopted 
by the House, which limits the subsidy on any one publication to 
$100,000 per year. As the Post Office Department has testified, this 
is administratively impossible. I believe the most serious objection 
to it is the fact that it would permit the Post Office Department to 
set rates and to set different rates for competing publications. 

If, as I have previously testified, it is impossible for them to de- 
termine their revised costs on any one publication, how then could 
they determine the exact amount of subsidy paid any one publication ? 
I sincerely believe that an amendment of this type would force many 
publishers into the courts and it would be many years, if ever, before 
its application could be fully realized. This committee has already 
heard testimony from publishers, backed up by outstanding certified 
public accounting firms of this country, who say that they are now 
paying their way in accordance with revised Post Office Department 
cost standards. 

Mr. Chairman, I have made a list of seven specific objections to the 
Rhodes amendment. At this point may I include them in the record 
without burdening the committee with reading them ? 

The CHatrman. Yes. 

(The information referred to follows:) 


REASONS FOR REPEAL OF THE RHODES AMENDMENT 


The so-called Rhodes amendment (H. R. 5836, line 3, p. 5 to line 3, p. 6, in- 
clusive), carried in the postal rate bill (H. R. 5836), which passed the House 
last August and is now pending before the Senate Post Office and Civil Service 
Committee, is punitive legislation and conceivably could force many newspaper 
and magazine publishers to suspend operations. 

The Rhodes amendment provides that no publication shall incur costs in ex- 
cess of revenues to the Post Office Department of more than $100,000 in any 
one fiscal year. The determination of such costs and revenues to be based 
upon cost ascertainment records of the Post Office Department. 

This amendment most certainly should be stricken from any postal rate in- 
crease bill to be considered by the Senate. Among the numerous and impera- 
tive reasons for its repeal are: 

1. The Rhodes amendment is confiscatory to publishers and unworkable by 
the Post Office Department. The Postmaster General has stated publicly that 
it would raise a myriad of administrative problems and is unworkable. The 
Department, though endorsing H. R. 5836, has excluded the Rhodes amendment 
from any consideration. (See Post Office Department press release No. 23, 
for February 5, 1958, p. 2.) 
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2. The Rhodes amendment would strip ratemaking authority from the Con- 
gress and place it in the hands of the Postmaster General. 

3. The Rhodes amendment could permit the Postmaster General to set differ- 
ent rates for competing publications. 

4. No publisher could determine his postal-rate charges until well after the 
close of any fiscal year. This would have a disastrous impact upon his tax ac- 
counting as well as his profit and loss statement. 

5. The Rhodes amendment could result in endless litigation in the courts and 
tie up publishers’ operating capital for many years. 

6. The Rhodes amendment ties postal charges directly to the cost ascertain- 
ment system. Department officials have testified repeatedly before congressional 
committees that cost ascertainment alone is not a proper vehicle for determining 
postal charges to mail users. Deputy Postmaster General Maurice Stans, ap- 
pearing before the House Subcommittee on Appropriations stated the use of the 
cost ascertainment system as a ratemaking device is “a fallacy.” Mr. Stans 
said, “That is the fallacy of cost ascertainment and it is a fallacy we have not 
only conceded, but called attention to in our rate hearings.” (See p. 99, Treas- 
ury-Post Office Departments appropriations hearing for 1958, House of Repre- 
sentatives. ) 


7. In postal rate hearings before the House Post Office Committee, Postmaster 
General Summerfield stated for the record that the Department is unable to set 


individual costs of newspapers and magazines under its revised formula. Mr. 
Summerfield said, in part: 


“Bach publication has its own unique distribution pattern; the need for standby 
facilities may vary with volume and weight; and even the value of service may 
differ from one publication to another. The 50-percent adjustment in total sec- 
ond-class costs was not designed to be applied against the costs of a specific 
publication.” (P. 860, postal rate hearings, House Post Office and Civil Service 
Committee, 1957.) 

Mr. Cawxey. The solution to this perennial dilemma is for the Sen- 
ate committee to complete its work on postal policy. Its findings and 
recommendations should appear as title I of a postal rate measure and 
serve as a firm basis for determination of current and future postal 
rate proposals. 

Finally, Mr. Chairman, I strongly urge that your committee give 
careful consideration to the need for Post Office modernization. De- 
spite Post Office statements to the contrary, their employment has 
increased considerably. In the 4 years, 1953-57, the Department has 

increased its man-years around 19,000. Based on volume of work, it 
has increased its efficiency by about 12 percent. This is less of an in- 
crease than was accomplished in the period 1948-52 when output per 
man-year increased by approximately 15 percent. 

It looks as if we have just about reached the limit for hand methods. 
The only solution is modern machinery to speed up production, increase 
efficiency and above all reduce costs. I hope that in the not too dis- 
tant future mail users can look forward to a reduction in costs. 

Thank you. 

At this point, Mr. Chairman, if I may, I will refer to my charts. 

The CuarrmMan. Do you know whether or not the modern machinery 
is far enough developed to be put in at the present time / 

Mr. Cawtey. I understand that they have some prototype machines 
which probably could be readily adopted. I have in mind one that 
was shown yesterday, a culler, I believe they called it. 

The Craimman. Has that been tried out or tested / 

Mr. Cawtry. Yes, sir; I believe by the Emerson Co. 

The Cuarrman. Do you know whether or not they are turned out 
in volume ¢ 


Mr. Cawtey. No, sir, a prototype has been developed. 











464 POSTAL RATES 


The CHamman. Then it would be some time before they could be 
put out ¢ 


Mr. Caw ey. I believe it will. 

The Cuamman. That is the trouble in facing an immediate change- 
over. 

Mr. Cawtey. Mr. Chairman, I have copies of these charts attached, 
but I would like to refer to my charts if I may, with some additional 
explanations. 

The Caarrman. Proceed. 

Mr. Cawtey. When we hear public statements that the postal deficit 
is occasioned by a few large publishers, I think we are inclined to 
overlook the fact that in second-class mail we have 25,000 pubhe ations 
entered under that privilege and category of mail. The 25,000 pub- 
lications are evenly divided between newspapers, daily, weekly, ex- 
empt, free, and county, 12,500; magazines, weekly, monthly, exempt, 
12,500, or a total of 25,000. 

Rather than condemning a few large publishers, Mr. Chairman, |] 
think they have done an outstanding job here. 124 magazines out 
of 12,500 paid $31 million in second-class rates in 1956. "That is al- 
most 50 percent of the total second-class postal revenues. 

The Cuarrman. That is paid by newspapers and magazines ? 

Mr. Cawrey. Yes, the total paid by both. These 124 magazines 
have paid 50 percent of the total paid by newspapers and magazines. 

For this same group their net profits after taxes amounted to 

$21 million in 1956. So they are paying more in second-class revenues 
than they are obtaining in net profits. 

For the industry as a whole, and I am speaking of magazine pub- 
ishing industry, our net profits in 1956, after taxes, was 2.7 percent 
as a percent of sales. And lest I mislead the committee, it is our esti- 
mate that the total magazine publishing industry net after taxes is 
about $30 million. So that I think it is important to point out that 
124 magazines carrying heavy advertising content for the most part 
have contributed 50 percent of the total second-class revenues. 

Magazines with heavy advertising content pay their way on an out- 
of-poc cket cost basis. I'believe that has been previously demonstrated 
pretty well to this committee. Back in 1953 I made a survey of 116 
such magazines and came out with a conclusion that based on out-of- 
pocket costs they were just about paying their way then. 

The Cuarrmayn. Mr. Reporter, for the convenience of the commit- 
tee, I ask that you place that exhibit into the record at this point. 

(The exhibit is as follows:) 


2d-class mail is made up of 25,000 publications 


Newspapers (daily, weekly, exempt, free) 
Magazines (weekly, monthly, exempt) 


Total 25. OOO 


In 1956 124 magazines paid $31 million in second-class rates, almost 50 per- 
cent of total second-class revenues. 

Net profits after taxes amounted to $21 million. 

Total profits for magazine industry, 2.7 percent as percent of sales, or $30 
million. 

Magazines with heavy advertising content pay their way on out-of-pocket-cost 
basis. 
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Mr. Cawtry. One other statement, Mr. Chairman. 

As best I could determine from Internal Revenue—and the latest 
figures on profits they had was for 1953—the total magazine and news- 
paper industry together netted about $165 million. That is the total 
for the magazine ¢ and new spaper industry. 1 was amazed, Mr. Chair- 
man, and I would like to supply these statistics for the record, as to 
how many of these businesses included in the Internal Revenue report 
had no net income at all. Newspapers showed $136 million and mag- 
azines about $29 million, net after taxes. 

These were companies in business for profit, both newspaper and 
magazine. In the case of magazines, about 50 percent filed returns 
with no net income at all. C ertainly ability to pay is one of the factors 
in rate consideration. 

Also, Mr. Chairman, I would like to comment for just a moment on 
the advertising content. Senator Carlson raised a question on that a 
few minutes ago. We sincerely believe the advertising portion of our 
magazines provide a great public service, and it also. helps keep the 
cost of the magazine dow n so that the average person can obtain and 
read it. 

This reference to advertising was reinforced just the other day in 
a report entitled ““Economic Growth in the United States, Its Past 
and Future,” issued by the Committee for Economic Development. 
If I may I would like to read a couple of paragraphs here. 

The CuarrMan. Proceed. 

Mr. Cawtey. I think they show the importance of advertising: 


From the earliest days of the united Republic, citizens engaged in distribu- 
tion activities have taken advantage of the rich opportunities and over the 
decades our system of consumer distribution has developed into a vast blanket- 
ing net with capillary delivery that reaches every tiny group of habitation on 
the land. 

This system, however, is not merely a passive mechanism providing goods to 
meet existing demands, it also serves to transform latent wants into actual sales, 
and therefore into production. Its ramifications are almost incomprehensible 
and there can be no doubt that thiS universal coverage has been one of the 
eardinal factors in our economic growth for it has made quantity production 
and ultimately mass production practicable. 

One feature of this system that makes itself perpetually evident is advertis- 
ing. Its primary function is te let everybody know of the existence of prod- 
ucts, their qualities, where they can be obtained, and at what price. Without 
this, the increased sale of established products and the introduction of new ones 
would obviously be handicapped. Beyond that, however, advertising creates 
wants that did not exist before. Often enough, each one sees it activating its 
own purchases. 

Closely related are the means we have dveloped of wide and swift communica- 
tion of ideas through newspapers and magazines. These both give opportunity 
to advertise and are supported by it. Thus they constitute once again a strik- 
ing example of growth begetting growth. Obviously, the function of newspapers 
and magazines is the dissemination of information and thought and, incidentally, 
it is interesting that those engaged in this activity have developed over the 
years an incredibly reliable distribution system, bring their product on appointed 
days, even hours, into every tiny corner of the country. In doing this they 
have made our population among the most broadly informed in the world. Cer- 
tainly the objective was never to be one armed in the general distribution of 
goods. 

Nevertheless, that relationship has been indissolubly established through ad- 
vertising which permitted the publications to lower their price and enable them 
to grow as much as they have. This applies even more strongly to the newer 
means of mass communication, radio and television, which rely wholly on 
advertising revenue. 
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Senator YarsorouGH. May I ask a question at this point? 

The Cuarman,. Yes, 

Senator Yarsoroucu. That Committee of Economic Development 
that you are quoting from, is that the organization that is in the 1000 
block of Connecticut Avenue ? 

Mr. Cawxey. I don’t know. I know they have a Washington 
office. (It is located at 1729 H Street NW.) 

Senator Yarsorouen. Is that the same one that made this public 
report in December that recommended the elimination of 1,225,000 
farm families, small farmers who didn’t earn enough / 

Mr. Cawtery. I don’t know. 

Senator YarsoroueH. Go ahead. I just wondered what committee 
that was. 

Mr. Cawtry. I recall reading about that, but I am not sure who 
said j 

Senator YarBoroucH. You have listed the committee ? 

Mr. Cawtey. I will give you the publication, Senator. 

Senator Yarsorouen. I just want to see if it is the same committee. 

Mr. Cawtey. Mr. Chairman, I will proceed with these exhibits 
quickly. 

(The above-mentioned exhibit is as follows:) 


2d-class analysis based on 1956 cost ascertainment report 


[All amounts in millions] 


Expense 
based on 
2d class mail (newspapers and magazines) | Revenues cost ascer- Deficiency 
; tainmentre 
| port 
Exempt publications (nonprofit) _- $5.1 $60.1 $55.0 
5 percent or less of advertising 1.1] 10.8 9.7 
Daily newspapers. 14.6 80. 6 66. 0 
Newspapers other than daily-_-_- 2.7 26.5 23. 8 
Magazines and periodicials 30.6 101.1 70.5 
Agriculture, business, professional, ete 7.3 32.7 25. 5 
Religious, educational, welfare 2 2.4 2 
Exempt classroom 4 2.4 2.0 
Total 61.9 316.6 254. 7 
Transient 4 , 3.0 4.1 1.1 
Publications returned, form 3579 9 1 (.9) 
Free in county. 14.1 14.1 
Total, 2d-class mail-_---- 65.8 334.8 269. 0 


1 Credit (1st-class deficit, $30 million; 3d-class deficit, $234 million). Based on strict cost ascertainment 
data. If these figures are used for ratemaking purposes, such would be a fallacy. See statement by former 
Deputy Postmaster General Stans, p. 99, House Treasury-Post Office Appropriations Hearings, 1958. 


Mr. Caw ey. This is the second-class analysis, based on 1956 Cost 
of Ascertainment Report, which shows a $269 million deficit, the one 
they have referred to frequently, many times before this committee. 

The Cuarrman. That is taken from table 100A ¢ 

Mr. Cawtey. That’s right. That is their table 100A. And it is 
based on strict cost ascertainment data. If these figures are used for 

ratemaking purposes, such would be a fallacy. See statement by 
former Postmaster General Stans, page 99, House Treasury and Post 
Office Appropriations, 1958. I have that quote here, Mr. Chairman. 
To save time, I would like to put it in the record later on. 

The Cuarrman. Very well. 
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Mr. Cawtry. He does say this serves well to allocate costs, but using 
it exclusively for ratemaking purposes is a fallacy. 
(The above-mentioned statement is as follows :) 
TREASURY-PosTt OFFICE DEPARTMENTS APPROPRIATIONS FOR 1958, HEARINGS BEFORE 


THE SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, HOUSE OF REPRE- 
SENTATIVES (P. 99) 


















Mr. Stans (Deputy Postmaster General). I would like to say this: Cost ascer- 
tainment as a mechanism for allocating cost is quite adequate and quite satis- 
factory, but it never was designed for the purpose of fixing postage rates, be- 
“ause there are a lot of considerations that should go into the charging of rates 
that accountants cannot possibly figure in cost. One of them is the fact that 
first-class mail gets the preferred attention every time it hits the post office, 
and circulars come later. First-class mail has secrecy, and circulars do not. 
First-class mail is obviously of greater value. 

Any ratemaking body, applying scientific ratemaking principles would allo- 
cate the costs accordingly. That is the fallacy of cost ascertainment and it is a 
fallacy we have not only conceded, but called attention to in our rate hearings. 


Mr. Caw ey. My last chart deals with their revision of cost ascer- 
tainment for ratemaking purposes. I have followed their 50 percent 
discount formula and revised their costs, coming out to 101.6 or roughly 
$102 million deficit on second-class mail. The $102 million is shown 
on a single line in table 100-A, but they did not extend the effects 
of this 50 percent discount to the various subclasses of second-class 
mail. Only recently was this put into the record. 

(The table referred to follows:) 


Sirs emianeaa cat 


2d-class analysis based on 1956 cost ascertainment report 


{All amounts in millions] 





| Expense for 











| ratemaking Revised 
| purposes deficiency Post office 
2d-class mail (newspapers and magazines) Revenues! based on post office | doesn’t follow 
post office formula its formula 
| discount 


formula | 



















Exempt publications (nonprofit) ___._.__-- $5.1 $30. 0 $24.9 | —$18.6 | $6.3 
5 percent or less of advertising 2 5.4 4.3 4.3 
Daily newspapers 14.6 40.3 25. 7 +7.7 | 33.4 
Newspapers other than daily 2.7 | 13.3 10. 6 —2.9| 7.7 ’ 
Magazines and periodicals 30. 6 | 50. 5 | 19.9 +9.7 | 29.6 
Agricultural, business, professional, ete uu 16.4 9.2 +3.0 | 12.2 
Religious, educational, welfare ___ 2] 1.2 | 1.0 5 
Exempt classroom. 4 | at 3 
Total_. nee gy. Mii. tie Ft 1.9 | ‘ ‘ 
Transient. __ oe a a i et 3.0 2.0 1(1.0) 2 
Publications returned, form 3579__. : : nae 1(. 9) 1(. 9) 
Free in county ; | | 7.1 7.1 7.5 
Total, 2d-class mail oe : . 65.8 167. 4 101. 6 101. 6 


! Credit (1st-class deficit, $346 million; 3d-cluss deficit, $109 million). Restricts discount adjustment on 
cost ascertainment applying factors that should be used for ratemaking purposes. But final results are 
contrary to postal policy statement in H. R. 5836. 





On the basis of a 50-percent discount in costs which they say results 
in revenues to be recovered on second-class mail, I would like to point 
out to the committee, first of all that there is still a loss of $24.9 mil- 
lion in exempt nonprofit publications, for which no rate increase is 
requested at all here. 

In other words, assuming the House bill became law, you would get 
no additional revenues on the exempt publications. 
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I think that is public policy, Mr. Chairman, a matter for the com- 
mittee to determine, and amounts set aside and not to be recovered 
from other mail users but rather out of general funds. 

The CHairman. To cut down on the cost ascertainment by 50 per- 
cent, wouldn’t that cut those figures by 50 percent ? ; 

Mr. Cawrey. I have done that. I have cut their costs. I have 
done that. 

The next important item is “Daily newspapers,” which shows a re- 
vised deficiency of 25.7. I am not authorized to speak for the daily 
newspapers, Mr. Chairman, but I would like to include in the record 
for the information of the committee a statement issued just recently 
by the American Newspaper Publishers Association. I think it is in- 
teresting to note that the daily newspapers of the country have about 
7 percent in the mails, That is all; 7 percent in the mails. And since 
the last rate increase in 1951 they have reduced the use of the mails 
by 22 percent. 

The CHamrman. They have done what ? 

Mr. Cawrxy. Reduced their use of the mails by 22 percent. Daily 
newspapers can find other ways of distributing their mail. And any 
increase there, of course, would probably lead to further reduction of 
use by the newspapers of the mail. I would like to include this, be- 
‘ause they have an excellent record. 

The Cratrman. I know that a good many of the smaller daily papers 
have done so. They take it already bundled and ready to be sent out 
by the post office. 

Mr. Cawuey. Yes, sir; this report which you permitted me to put 
in the record shows that 84 percent of them do that. Of the 7 per- 
cent, 84 percent of them do a great deal of the post-office work them- 
selves. 

This detailed report will reveal that, and I will offer it for the 
record. 

(The above-mentioned report is as follows :) 

AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York, N. Y., February 5, 1958. 


FEDERAL LAWS BULLETIN No. 6 


DAILY NEWSPAPERS IN MAILS CONTINUE TO DECLINE 84.2 PERCENT OF COPIES SORTED 
BY NEWSPAPERS FOR POST OFFICE 


To bring information up to date about use of second-class mail by daily news- 
papers, ANPA sent questionnaires to all United States daily newspapers. Re- 
plies from 977 daily newspapers with total circulations 42,721,490 (more than 
70 percent of total United States daily circulation) reveal interesting facts. 

Summary of survey follows: 


Summary of survey 








Num- 
ber of Percent |Sorted by) Delivered 
Circulation groups news- | Total cir- | Mail cir-| of circu- | dispatch | to outlving| Outside 
papers | culation | culation | lationin | scheme | post offices mail 
reply- mails 
ing | | | 

Under 5,000 Sack . 131 496, 652 } 157, 628 | 31.7 105, 294 19, 842 7, 223 
5,000 to 10,000 ; 221 1, 564, 599 332, 600 21.2 223, 486 66, 729 14, 934 
10,000 to 25,000 292 4, 678, 414 594, 064 12.7 427, 787 168, 052 18, 977 
25,000 to 50,000_ __ 153 5,199,979 | 465, 396 &.9 414, 237 134, 168 29, 038 
50,000 to 100,000 &2 5, 630,762 | 523, 330 9.3 467, 154 202, 856 19, 601 
Over 100,000 _- 98 | 25, 151, O84 909, 324 3.6 872, 7: 





259, 401 72, 896 
 — 977 | 42,721, 490 |2, 982, 342 6.98 (2, 510, 687 851, 048 162, 669 
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Daily newspapers in second-class mail have declined steadily. ANPA survey 
in November 1953, showed 9.08 percent of daily circulation in second-class mail; 
survey in March 1955, showed 8.28 percent in second-class mail, and this sur- 
vey showed 6.98 percent in second-class mail. 

Further evidence of the growing trend toward diversion of daily newspapers 
from second-class mail to other methods of delivery is shown by Post Office 
Department decline in receipts from daily newspapers for second-class mail 
from $14,711,828 for fiscal 1955 to $14,603,011 for fiscal 1956 (latest available). 

Above table shows 84.2 percent of all copies of daily newspapers in second- 
class mail are sorted by newspapers according to local publishers’ dispatch 
schemes, arranged in sacks or packages of copies going to the same destinations 
or to the same rural routes, and delivered by newspapers to mail platforms at 
railroad stations or local post offices. This procedure eliminates costly sorting 
and other handling by postal employees. 

Newspapers deliver 28.5 percent of all copies going through second-class mail 
at their own expense to outlying post offices. On these copies the only service 
rendered by the post office is delivery to subscribers from the local post office 
nearest readers. 

Another 5.5 percent of all daily newspaper copies going through the mails are 
dispatched by outside mail; that is, copies are geographically sorted by the 
newspapers, put on the train and picked up at the destination by dealers, whole- 
salers, or others. These copies are not handled by the post office at all except 
that they are carried in a railway mail car. 

These services are performed for the post office by newspapers at their 
own expense in the handling of second-class mail but hewspapers continue 
to pay full second-class rates although these services are performed for many 
other mailers by the post office. 

Mr. Cawtey. The next category I would like to mention is news- 
papers other than daily which is weekly newspapers. 

Mr. Chairman, the 5,000 exemption now contained in the bill would 
exempt practically all of them. Ninety-five percent of them would 
be exempted from any rate increases in light of the 5,000 exemption. 
There has been testimony before this committee protesting that be- 
cause in over 300 cities it would put local newspapers on different 
basis for purposes of competition. 

The Carman. What you are saying is that the Post Office De- 
partment is not carrying these newspapers free, but they are doing it 
for educational Sepes for the general public. 

Mr. Cawtey. Yes, indeed. 

Magazines and periodicals, $19.9 million, and agriculture, business, 
et cetera, $9.2 million, make up the remaining items. Free-in-county 
is also contained in there at $7.1 million. 

None of these amounts exclude the broad category of public wel- 
fare. For example, the public service aspect of rural free delivery, 
Mr. Chairman, would amount to an additional $15 million deduction 
there if you follow the Post Office Department formula. 

This will serve to demonstrate that the rate proposals at the present 
time are excessive. There is a vast amount of public service still 
contained in the $102 million which we look to your committee to 
spell out. 

One last point. The Post Office Department, in extending their 
formula, took $18 million out of exempt publications and added that 
$18 million to daily newspapers and magazines and periodicals. Cer- 
tainly they have not followed their own policy in this matter. I 
contend that they are in violation of their policy statement which 
says that costs should not be passed on to users of the mail if they 
are not entitled to be charged with such costs. 

So they have reduced the losses on exempt publications from an 
original figure of $55 million to a revised figure of $24,900,000, and 
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finally down to $6,300,000. I contend that they are not following the 
formula or the policy which they endorse, and have shifted theses costs 
over to newspapers and magazines. 

At the conclusion of my statement I would like to say also that 
there has been a lot of public statements that the magazines cause 
two-thirds of the Post Office deficit. I think it is readily apparent 
here that if you add daily newspapers and other than daily, and then 
add the magazine group you get roughly a 50-50 split, and not a two- 
thirds split on magazines and one-third on newspapers. It is pretty 
evenly divided, following the Post Office Department’s own formula. 

I would like to point out also that I have listed here the revised 
deficit of $109 million on third-class mail, and I think there, too, 
Mr. Chairman, that would be drastically reduced with the applic a- 
tion of the general welfare findings of your Citizens Advisory Council. 

I thank you very much. 

The CHarrman. We certainly thank you for coming here before 
us Mr. Cawley. 

Mr. Cawtey. Thank you. 

The Cuarrman. Mr. Frank Wardlaw is our next witness. 


STATEMENT OF FRANK H. WARDLAW, DIRECTOR OF THE UNI- 
VERSITY OF TEXAS PRESS, REPRESENTING THE ASSOCIATION 
OF AMERICAN UNIVERSITY PRESSES 


Mr. Warptaw. Mr. Chairman, Senators, my name is Frank Ward- 
law. Iam director of the University of Texas Press, and was formerly 
a director of the University of South Carolina Press. 

The Cuatrman. They are prominent in my alma mater. 

Mr. Warotaw. I am speaking on the subject of postal rates for 
books in behalf of the Association of American University Presses. 

The Association of American University Presses includes 47 mem- 
bers from 25 States, Hawaii and the District of Columbia. Many of 
the association members are the publishing arms of State universities, 
such as those of California, Georgia, Michigan, Louisiana, North 
Carolina, Washington, and Kansas. Others, such as the presses of 
Harvard, Princeton, Loyola, and Southern Methodist, represent pri- 
vate or religious institutions. 

With this statement is being filed a copy of the most recent directory 
of the Association of American University Presses which lists its mem- 
ber institutions and its officers, past and present. 

(The directory is on file with the committee for reference purposes. ) 

I shall discuss the matter of postal rates on books primarily from the 
standpoint of university presses, but I want to make it clear that our 
interest in this question is neither limited nor selfish. It is all tied in 
with the imperative need, of which nearly everybody is now aware, for 
expanding and strengthening the entire educational process for all 
America. We cannot survive as any kind of nation unless scientific 
education is strengthened; we cannot survive as the America we love 
without corresponding progress in all of the liberal arts. 

It is our firm belief that the proposed increase in postal rates for 
books would seriously hamper the dissemination of knowledge in the 
United States. It would weaken education at the very time when 
it needs most to be strengthened. 
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University presses have a very special and an exceedingly important 
function in the whole process of education They provide the medium 
through which the discoveries of scholarship in one institution can be 
shared with scholars throughout the world. Without them most re- 
search would be stillborn. 

University press books, while generally intended for relatively small 
audiences of specialists, breed countless other books. Textbooks, for 
instance, would be impossible if it were not for these volumes of pri- 
mary research through which scholars constantly expand the bound- 
aries of knowledge in their fields. In the words of Earl Schenck 
Miers, the univ ersity press is the agency “which imparts a permanent 
vir ility to knowledge.” 

In addition to their time-honored role as publishers of scholarly 
research, American university presses, scattered as they are through- 
out the entire Nation, have taken on another and an almost equally 
important function, that of preserving the best of the cultural heri- 
tage of the various regions in which they operate. Without these 
regional publications, much of the distinctive character and flavor 
of American life would be lost. 

All university presses are nonprofit organizations. The primary 
reason for their existence is that someone must publish those books 
which, because they are basic tools of specialized knowledge, cannot 
possibly be expected to pay their own way. 

In 1956, university presses in this country published about 1,200 
titles, just about 10 percent of the total number of new books in the 
United States. The proportion of university press books which find 
their way into the permanent collections of libraries and scholars 
is, of course, considerably greater than 10 percent; on the other hand, 
the university presses’ proportion of the total number of copies sold 
and of the dollar volume of sales is a great deal less than this 
percentage. 

Although we are constantly seeking to expand and strengthen our 
bookstore sales, most of our publications, by their very nature, are 
sold directly to the ultimate purchasers—to | college professors, school- 
teachers, research scientists, and to libraries. ‘It would be safe to 
estimate that 75 percent of all copies of university press books sold 
are purchased for purposes directly connected with education. 
Detailed figures, to support that assumption are available. 


PROVISIONS OF H. R. 5836 ON BOOK RATES 


As we understand it, section 107 of the bill before you affects the 
oe on books and educational films in two ways: 

. The present rate on books and educational films would be raised 
by 2 25 percent—from 4 cents to 5 cents per pound on the basic rate 
and from 8 cents to 10 cents on the first pound. 

2. Certain additional educational and cultural materials, such as 
educational tests, sheet music, academic theses and manuscr ipts would 
be given the same rates as books and educational films in general 
when they are loaned or exchanged between libraries and educational 
institutions and the people they serve. 
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We are in favor of giving these additional categories of materials, 
which are definitely of an educational nature, the same rates as books 
and educational films. We do not think, however, that this needed 
correction of the postal classification system should be contingent 
upon a 25-percent increase in the book and educational film rate. 

We are convinced that educational institutions are libraries would, 
as a general rule, be worse off financially under the new provisions 
embodied in section 107 than they now are, paying much more in the 
increased postage charges for books and films received than they 
would gain in the lower “charges paid for the shipment of educational 
tests, sheet music, and academic theses. We have detailed figures 
to support that contention. 

This bill proposes no increases in the preferential rates now granted 
to educational institutions for the distribution of their second-class 
publications and for their use of third-class mail, and we believe that 
the books and other materials included in section 107 should be 
treated in the same fashion since they also constitute educational 
use of the mails. 

Reading matter in books is now paying a postage rate more than 
twice as high as reading matter in second-class publications; this 
existing discrimination against books will be continued in large meas- 
ure if the provisions of H. R. 5836 are accepted by the Congress. 


EFFECT OF INCREASED RATES ON BOOK DISTRIBUTION 


The rates proposed would impose on the members of our association 
and our customers a very serious additional burden. The book rate 
has already gone up almost 300 percent since 1942. Most publishers 
pass on to the customer the carrying charges on books purchased. 
With us, that 25 percent would amount to some $1,600 a year. 

Speaking for the University of Texas Press, I can say that the 
average single book which we ship weighs between 2 and 3 pounds. 
The present postal rate on a book of this average weight is 16 cents. 
If the immediate increase in this bill is approved, the postage payable 
would be increased on this average book to 20 cents, a 25-percent in- 
erease. These increases, though individually small, will mean that we 
will have to pass on to already low library budgets and to schools a 
considerable additional charge which will, in the aggregate, necessarily 
curtail their ability to buy new and vitally needed book materials. 

We, of the university presses, are particularly cqncerned by the 
possibility of increased postal rates, because we know that the publica- 
tion and distribution of books, especially our kind of books, are vital 
to the whole educational process. We have no doubts about the iin- 
portance of our job, both to formal education and to the great field 
of continuing adult education. 

To areas not served by bookstores and remote from educational in- 
stitutions and libraries—and there are a great many in this country 
where that is true—we are, through the sale of books by mail, bringing 
to the people of this country information which should be made avail- 
able to them as inexpensively as possible. An increase in postal rates 
on books would make our job much more difficult. 

Although we are addressing ourselves particularly to the question 
of the effect on university presses of increased postal rates on books, 
we are not unaware of the equally grave problems which they would 
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pose for publishers of serious trade books—who are engaged in the 
most hazardous and unrewarding business, from a financi al standpoint, 
of all major industries—and on the libraries and bookstores of the 
Nation. Most libraries have pitifully inadequate budgets. An increase 
in postage rates on books would automatically reduce the number of 
books which they are able to purchase. 

In the midst of a booming national economy, thousands of book- 
stores eke out a hand-to-mouth existence. All of you know that. 
These bookstores already pay for the shipment of books to them by 
publishers and also bear the cost of shipping these in turn to their 


customers. An increased postal rate on books would drive many of 
these little businesses to the wall. 





NATIONAL POLICY ON POSTAGE RATES FOR READING MATTER 


The Association of American University Presses takes its stand on 
the premise that books are indispensable to the expanding educational 
processes of our democracy. Never before in history have we needed 
so much knowledge, and needed it so desperately. The members of 
our association, therefore, hope that in your consideration of this 
measure you will give serious thought to the burdens which increased 
postal rates will place upon our operations and upon our customers. 

We are not suggesting that books published by university presses be 
given special treatment, or that a separate category be established for 
them. Many books brought out by trade publishers are quite as im- 
portant, culturally and edue: ationally, as our own, and they reach 
a vastly larger audier nee. We believe that books, as a class, should be 
given equality in postal rates with newspapers and magazines. 

It is our firm conviction that Congress should seriously consider the 
establishment of a uniformly favorable rate for re: ading matter, re- 
gardless of whether it appears in newspapers, magazines, or books. 
We hope you will keep this in mind in considering the policy state- 
ment which is before you in title II of this bill. The equalization of 

rates for all forms of reading matter is a step which, in our opinion, 
is long overdue; it can be amply justified both from the standpoint of 
equity and from that of sound national policy. 

We urge that the 25 percent increase in book postage proposed in 
section 107 of H. R. 5836 be stricken from the bill. 

In conclusion, let me thank you both personally and in behalf of the 
Association of American University Presses for giving us the oppor- 
tunity to be heard on this important matter. We are “confident that, 
upon reflection, you will agree with the major principle upon which our 
case is built. 

Books are the very lifeblood of an enlightened democracy ; we must 
do nothing, particularly at this time, which will restrict its flow. 

The Cuamrman. Thank you for your statement. Are there any 
questions ? 

Senator YarsoroucH. Mr. Chairman, when the University of Texas 
Press was founded, Mr. Wardlaw was selected as the first director 
and has been the director ever since. The regents of the University 
of Texas looked around over the country for an able man with a fine 
background and a fine record, and borrow ed Mr. Wardlaw from your 
State of South Carolina and your University of South Carolina. We 
are kind of proud that we got him from your State. 
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The Cuarrman. I am not surprised that when Texas started look- 
ing around, they had to come to South Carolina. 

Mr. Warpiaw. Thank you, Senator. 

The Cuamman,. We will hear Miss Estellene Walker. 


STATEMENT OF ESTELLENE P. WALKER, DIRECTOR, SOUTH CARO- 
LINA STATE LIBRARY BOARD, REPRESENTING THE AMERICAN 
LIBRARY ASSOCIATION 


Miss Waker. Senator Johnston and members of the committee, 
my name is Miss Kstellene P. Walker, and I am the director of the 
South Carolina State Library Board, the State library extension 
agency of South Carolina. I represent the American Library Asso- 
ciation, a professional organization of more than 20,000 librarians, 
library trustees, libraries, and friends of libraries interested in the 
extension and improvement of library service to serve the people of 
the Nation. 

Our profession is in general accord with the intent of the bill as 
passed by the House to secure an increase in postal revenues, even 
though the increase in first class, in particular, would raise the oper- 
ating expenses of libraries. We are grateful that no increase was rec- 
ommended for the library book rate and that this rate was extended 
to cover other library materials not presently covered. We are con- 
cerned, however, by section 107, which increases the book rate by 2 
percent. 

According to expressed congressional policy on postal rates, the pos- 
tal services were created— 


to unite more closely the American people, to promote the general welfare, and 
to advance the national economy. 


And further, that through the years this service has become— 


a nationwide network of services and facilities for the communication of intel- 
ligence, the dissemination of information, the advancement of education and 
cuture'** “, 

It is no wonder then that we who are bending all our efforts toward 
achieving the same general goals are disturbed to learn that the pro- 
vision in postal rates which most nearly achieves these stated goals is, 
in essence, breached. 


THE LIBRARY BOOK RATE 


Librarians and users of libraries have long been grateful to Con- 
gress for the aid given to the communication of ideas and information 
by the establishment of a special postal rate for books and a special 
library rate within fourth class. This enlightened public policy has 
materially assisted libraries in extending their service by mail. Many 
individuals and many small-business firms use the services of State 
library agencies which supply books, pamphlets, periodicals, films, 
clippings, and general reference service by mail upon request. The 
library book rate makes possible the economical provision of educa- 
tional materials to rural people from local, county, and regional li- 
braries as well as from State libraries. In ‘addition, by encouraging 
the interlibrary loan of rare, expensive or infrequently used resource 
material, it makes possible the provision of needed reference material 
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to people living in any community, no matter how remote, at a mini- 
mum expense to the taxpayer. 


OTHER LIBRARY MATERIALS 


The current bill takes into consideration the many library mate- 
rials which do not come under the present library book rate. These 
materials are academic theses, bound volumes of periodicals, scholarly 
bibliographies, sheet music, manuscripts and “other library materials 
in printed, duplicated or photographic form,” such as mounted pic- 
tures, charts, pamphlets, reading lists, photographs, maps, microfilm 
or microcards, catalog cards and exhibit material, all carrying proper 
library identification. All of these materials are important in pro- 
viding good library service and their inclusion under the library book 
rate will make possible more comprehensive library service to the citi- 
zens of our country. 

THE BOOK RATE 


The present low book rate has helped to equalize the opportunity 
among rural and urban people for interchange of ideas. In urban 
communities books are usually easily available to the individual, but 
in the far larger rural areas of the country this is not true. The rural 
resident has little or no access to books and must depend upon an 
inexpensive book rate to bring to him and his family the same ideas, 
information and resources enjoyed by urban residents. Free access 
to ideas is basic to a democracy and should be encouraged if this coun- 
try is to remain the bulwark of the free world. An increase of 25 
percent in the book rate would tend to curtail the distribution of books 
and would seem to abrogate a fundamental provision of the postal 
service. 

The Post Office Department has attempted to justify the increase 
in the book rate solely on the grounds that the addition of certain 
additional material to the book rate and library book rate would 
cost $5 million per year. We believe, on the basis of careful study, 
that this amount is far too high, and that the true figure is about 
$1 million. In addition, we do not believe that the correction of 

resent inequities with regard to the additional materials has any 
ogical connection with the proper rate for books. Books are already 
paying several times as high a rate as the editorial matter in maga- 
zines and newspapers. 


COSTS TO LIBRARIES ON BOOKS RECEIVED 


Libraries pay the postal charges on all books purchased for their 
collections. Under the proposed increase in the book rate, there will 
be a 25 percent increase in these costs to libraries which must pay the 
increased postal shipment charges from already inadequate budgets. 
This will mean curtailed book purchases and a reduction in the num- 
ber and variety of books available from school, college, and public 
libraries to the people of the country. 


PERMIT SYSTEM FOR THE LIBRARY BOOK RATE 


Section 107 of the bill contains an administrative provision which 
seems to us burdensome and unnecessary. Nonprofit institutions 
21528—58——-31 
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using the library book rate for books, films and other materials 
would be required to secure permits from the Post Office Department. 
Since no aa permit is now required for the shipment of educational 
films at the hbrary book rate under legislation approved by this 
committee and enacted in 1953, we see no reason why the require- 
ment should now be added. Institutions authorized to use the library 
book rate are clearly identified by either the address or the return 
address on the shipments themselves. Should there be any use of this 
rate by unauthorized persons—and we have heard of no such cases 
under the 1953 law—the Post Office Department should take appro- 
priate legal action. It seems unnecessary to set up a cumbersome 
system of permits to deal with a problem which to our knowledge 
has not arisen. 


CONCLUSION 


Demands on libraries continue to increase with the rapid growth 
and redistribution of the population, the rise in the educational level 
of our people, and the growing complexities of our civilization. 

Interlibrary loans and direct loans by mail to meet the information 
and book needs of people everywhere are becoming an increasingly 
important but costly part of library service. Libraries want to share 
their informational resources and should be encouraged to remain a 
part of our national network of information. 

At this time of growing concern over meeting educational needs, 
it would seem to us to be in the public interest that the encouragement 
now given to the distribution of books and educational films as a 
matter of congressienal policy be continued by the maintenance of 
the present book and library book rate. 

Thank you for the opportunity you have given me to present the 
views of the American Library Association on this bill. 

The CrarrMan. We are certainly glad to have you come before us. 

For your information, I was 3 years head librarian at the wniver- 
sity law school. I worked for 3 years while at school. 

Thank you for presenting your views. 

Miss Warker. Thank you. 

The CuatrmMan. Mr. Joseph A. Duffy is our next witness. 


STATEMENT OF JOSEPH A. DUFFY, EXECUTIVE DIRECTOR, 
AMERICAN BOOKSELLERS ASSOCIATION 


Mr. Durry. I am Joseph A. Duffy, and I live at 557 Pelham 
Manor Road, Pelham Manor, N. Y. I am executive director of the 
American Booksellers Association. I have been in the book business 
for over 30 years and I have been in touch with booksellers’ economic 
problems in my capacity as sales executive for various publishers and 
in my present position as executive head of the book retailers’ trade 
association. 

The American Booksellers Association numbers over 1,400 stores 
and its membership does an estimated 90 percent of all new trade 
(general) book business at retail in the United States. Though we 
number among our members a few of the larger department stores with 
book departments, and 2 or 3 chainstore operations, the main portion 
of our membership is made up of smal] retailers doing between twenty- 
five and a hundred thousand dollars gross business per annum. 








~~ @ Hae 


we 


—- —_— e 


rTree UF we 


ry>-_ 


VT eer 








POSTAL RATES 477 





Long hours and many sacrifices are characteristic of the business 
life of the dedicated bookseller who has chosen this special form of 
retailing as much for its cultural and educational contribution as for 
the living to be gained from it. ‘They reap small benefit in proportion 
to the cultural service they perform for our society. At this particular 
moment in our history the bookseller is extremely important as an 
unofficial educator offering the tools of science and the liberal arts to 
a newly book-conscious publie. 

Without this group of small-business men the whole structure of 
book distribution in America could not stand. However, the margin 
of profit is now so slim that it has become increasingly difficult to at- 
tract young men and women to the time-honored profession of book- 
selling. 

According to the most recent survey conducted by our org: mization 
(see appendix A) the typical bookseller must be content with a 3 
percent profit on an extremely scanty volume of business. That 3 per- 
cent is before taxes, incidentally. Among other items his postage bill 
on incoming books each year is 1.6 percent of his overall expense. To 
this must be added another 0.5 percent for postage paid on books 
mailed to customers. So his postage cost of better than 2 percent of 
gross is a not inconsiderable item. 

The currently advocated 25 percent increase in the book rate will up 
the bookseller’s postage cost to 2.6 percent of gross and reduce his 
profits to 2.5 percent of gross, before taxes, according to the figures 
presented in appendix A, herewith. The proposed increase in the book 
rate is not, therefore, a minor matter, as we said before. 

As a factor in the bookseller’s effort to compete with the magazine 
as a medium of information and entertainment, the postage differ- 
ential looms most important. The spread between second class and 
the book rate is perpetuated in favor of magazines under the new 
proposal. 

In spite of our comparative national wealth and general literacy we 
cannot claim a really representative popular support of book re ~ading 
as part of our national culture. Other countries are far ahead in this. 
To extend the influence of bookselling to the thinly populated area 
of the United States we must resort to the mails. If postal-rate in- 
creases are enacted into law we will be still further away from utilizing 
books as an instrument of popular education. 

The Post Office Department has suggested 50 percent of the full 
cost of carriage as a just standard for newspapers and magazines. 
Books now carry about 60 percent of their cost, according to Post 
Office Department figures in 1955. Books are doing more than their 
bit when measured against the magazine rate. Why penalize them 
still further ¢ 

Since the beginning of the war in 1940, the second-class magazine 
and newspaper increase has been 30 percent, first-class rates have not 
gone up at all; third-class rates are up 38 percent; but the book rate 
has gone up from 11% cents per pound, straight, to the current 8 cents 
on the first pound and 4 cents thereafter, or more than 250 percent. 
The new proposal will put books up well over four times the prewar 
level. 

On top of all this the postal rate increase on first-class, airmail, 
and third-class matter will be an additional item in the bookseller’s 
annual outlay. 
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Books may seem to be a small item in the total national economy. 
They certainly would produce a very small portion of extra postal 
revenue, Please remember, though, the postage factor is extremely 
important in the distribution of books. It is our hope that you will 
continue the current rate on books and omit from legislation any fur- 
ther increase in the book-post rate. 

I thank you. 

(Appendix A follows :) 


APPENDIX A.—Results of cost survey conducted among cross section of American 
Booksellers Association members, 1955 


Yearly busi- | Yearly busi- Yearly busi- 
ness under ness over ness all (141) 
$50,000 (99) $50,000 (42) 
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Total expense _. : 36. 8 31.6 | : 
Profit before cash discount and income tax | 1.8 3.7 2. 4 
Cash discount - - - 6 64 .6 
Profit before income tax_--. ‘ Satan! 2.4 4.3 3.0 


The Cuatrman. Thank you. You kept within your limit very well. 
Mr. Barber, I believe you have a short statement. 


STATEMENT OF HARTMAN BARBER, GENERAL REPRESENTATIVE, 
BROTHERHOOD OF RAILWAY AND STEAMSHIP CLERKS, FREIGHT 
HANDLERS, EXPRESS, AND STATION EMPLOYEES, CINCINNATI, 
2, OHIO 


Mr. Barser. Thank you, Mr. Chairman. 

This brotherhood has the honor to represent more than 90 percent 
of the employees of the Railway Express Agency. We also represent 
those employees of our class and craft employed by the major freight 
forwarders operating throughout the United States. 

The jobs of these employees are threatened by the subsidized compe- 
tition of parcel post. 

As the duly recognized representative of these employees we appeal 
to you when considering the postal-rate bill, H. R. 5836, to retain in 
the bill reported to the Senate sections 109 and 110 of the House- 
passed bill. 

Section 109 would empower the Postmaster General to include the 
Department’s retirement costs in the establishment of postal rates. 
An amendment to the Civil Service Retirement Act enacted in 1956 
excluded the Department’s retirement contribution in fixing postal 
rates. This amendment was a temporary expedient to delay an in- 
crease in four-class rates until Congress had time to donates rates 
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on first-, second-, and third-class mail. Retirement costs attributable 
to fourth-class mail approximate $29 million. Privately owned car- 
riers of parcels must charge their retirement costs as a legitimate ex- 
pense in fixing their rates and it is only fair that the Post Office Depart- 
ment be permitted to charge this expense to remove this unfortunate 
and unjustifiable discrimination against private taxpaying carriers 
of parcel freight. In our opinion the repeal of this section of the 
Civil Service Retirement Act Amendments of 1956 should be retained 
in H. R. 5836 and your help in doing so is earnestly requested. 

Section 110 of H. R. 5836, the leeway provision, would amend pres- 
ent. law to permit the Postmaster General some latitude before petition- 
ing the Interstate Commerce Commission for an increase in fourth- 
class rates, Based on $600 million of receipts or expenditures 1 per- 
cent would amount to $6 million a year, As originally introduced 
this section of the bill read 8 percent and would have amounted to $18 
million yearly. The bill was amended in the House corfmittee to read 
1 percent and was passed by the House without objection. You are 
respectfully requested to vote for section 110 as passed by the House. 

The CuarrMan. This will conclude the hearing for today. 

We have just 2 minutes. It wouldn’t justify me to go on with 
another witness. I would like to give you a chance to explain what 
you have to say. 

We will place in the record at this point prepared statements of 
Mr. Joseph M. Arnstein, vice president for circulation of Esquire, 
Inc., publishers of Esquire and Coronet magazines, and of Mr. Kinsey 
N. Merritt, vice president, traffic, Railway Express Agency, Inc. 

(The prepared statements follow :) 


STATEMENT OF JOSEPH M. ARNSTEIN, VICE PRESIDENT FOR CIRCULATION OF 
Esquire, INC. 


Mr. Chairman and members: I am Joseph M. Arnstein, vice president for 
circulation of Esquire, Inc., publishers of Esquire and Coronet magazines. 

Our main offices are in New York City, but our subscription division which, 
in essence, is our mailing operation is in Boulder, Colo. 

Let me point out one thing, which, I believe, is of paramount importance. 
Having the biggest single division of our company in Boulder, Colo., may seem 
to place it a little off the beaten track. But the important point is that it is 
one of the few mailing operations in the entire publishing business housed in a 
building constructed specifically for a mailing operation. 

Scientifically engineered for 1 purpose and 1 purpose only, it probably rep- 
resents the zenith in efficiency and operates at as low a cost as any other simi- 
lar type business installation. 

I think this important for when we compute our costs reflecting what we do 
for the Post Office on our second- and third-class mail, you will realize that these 
same costs, if done by the Post Office, or by other publishers, would be substan- 
tially higher. 

There are many reasons for this other than the efficiency of our building. 
First, our overhead is much lower. By integrating our mailing operations with 
the ordinary functions of subseription fulfillment, supervisory, and management 
costs are held to infinitesimal figures. 

Second, because our profits have been thin over the last 6 or 7 years, it has 
been necessary to watch pennies even to the extent of payroll increases that 
ordinarily we would love to give our people. 

Third, it seems to me that because Coronet is primarily a subscription maga- 
zine whose growth has come through mail promotion rather than direct person- 
to-person sales as have so many other publishers, that we have developed our 
mail efficiency to a greater degree. 

You have heard testimony from many segments of industry that use the 
post office. It has been, I am sure, correct and exact, prepared by experts in 
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accounting and mailing operations. And from what I have seen, much of it has 
been presented much more forcefully than what we can give you. 

We, however, as a small company, would like to give you our thinking— 
breaking it into two facets—our thinking on second-class mail and our thinking 
on third-class mail. 

Let me talk about second class now if only becasue of the fact it is a smaller 
number. 

Here is what we do whereby we incur additional costs and relieve the Post 
Office of even greater costs by virtue of our most efficient operation. 

1. We pay for our postage in bulk delivering certified checks of sizable 
amount to the post office for which we do not even request postage stamps. This 
sum is deposited prior to our carting to the post office every copy of our magazines. 
These copies, when trucked to the post office, must be delivered to certain desiz- 
nated railway mail terminal docks, post office truck depots or mail storage cars, 
which have been earmarked in advance to cut down post office handling. Prior 
to our carting these copies to the post office, we have indicated on each copy 
the fact that postage has been paid either by affixing metered indicias which 
we pay for or printing on the wrapper the same information; namely, that post- 
age has been paid. In either event, we have incurred substantial expense either 
in printing or paper or both. At the same time the post office has incurred no 
expense for postage stamps themselves and have incurred an inconsequential 
amount of clerical time in taking in substantial revenues which require no count- 
ing time, inventory, reconciliation, and so forth. 

2. In order to determine whether the postal payments made by us are cor- 
rect, we furnish full and complete counts of the number of copies we ship into 
the various zones designated by the post office on a regular basis, said counts 
being checked by the post office to determine their validity. 

3. For the privilege of mailing second class we absorb tremendous costs in 
sacking our magazines, making out sack tags, routing these sacks in accordance 
with post office rules and regulations, and making sure they are delivered to the 
correct destination as evidenced in point No. 1. Here, again, we must realize 
that not only have we spent tremendous sums for labor but also have furnished 
the materials in order to comply. 

4. In order to accomplish what the post office wants, it is therefore necessary 
to keep all subscription names in geographic sequence rather than alphabetic as 
are most files kept. This is not an easy task, for it means retraining all of our 
new people to think and act in a manner to which they are not accustomed. 

There are a myriad of other points which if brought up now would merely be 
repetitious—thus I would like to summarize very briefly. Picture, if you will. 
a small publisher of our size going to the local post office—laying down large sums 
of currency—and receiving in return enormous quantities of costly to produce 
postage stamps. 

Then we place those stamps on our magazines which we might keep in an 
alphabetic file. 

Now, we take them to our corner mail box and stack them neatly. A short 
while later a fleet of post office trucks come by to cart those magazines to the 
local post office where each postage stamp has to be canceled. Then every copy’s 
label has to be examined—the copy sorted and put in its proper bag and delivered 
to a carrier. 

This, then, would be the situation were it not for the fact that second-class mail 
users were paying their own way under existing rates—performing many of the 
ordinary post office functions except intracity transportation and house-to-house 
delivery. These latter two stages being done by the post office as a second-class 
service—a service certainly not up to first-class standards. 

Now let me drift over to third-class mail. 

Every one of the four points I covered for second class apply to third class 
only more so. The more so being caused by the fact that third-class mail is 
given third-class service. Not second-class service—not first-class service—but 
third-class service. 

In essence it permits the post office to operate more efficiently because it uses up 
idle time. How many private industries would love to have a backlog of work 
to perform during idle time even if it brought in discount sales prices. 

Has any American industry shown that less volume creates greater efficiency— 
no—just the opposite. 

And above all, remember that third-class promotive mail creates premium 
mail for the post office. 
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Everytime a piece of third-class mail stimulates a customer to send us a 
business reply order card or business reply envelope, we pay not only first-class 
rates on that business reply form but 2 cents over its normal rate. Yes, 2 cents 
over first-class rates, but are these premium post office services behind order 
forms? No, just first-class service but with premium income to the post office. 

Thank you. 


® 


STATEMENT OF KINSEY N, MERRITT, VICE PRESIDENT, TRAFFIC, RAILWAY EXPRESS 
AGENCY, INc., RELATING TO AN Act To ReapJust Posrat Rates, H. R. 5836 


Mr. Chairman and members of the Senate Committee on Post Office and Civil 
Service, because parcel post is in direct competition with many private enter- 
prise carriers such as freight forwarders, bus express, United Parcel, motor 
carriers, airlines and Railway Express, we are concerned with those portions of 
H. R. 5836 which relate to parcel post operation, namely, section 109 and 
section 110. 

Section 109 of H. R. 5836 would give the Postmaster General authority to 
include the Post Office Department’s contribution to the civil service retirement 
fund among the costs used in establishing postal rates. 

When the Congress, in 1912, authorized establishment of the parcel-post system, 
its intent that this branch of the postal operation should be self-sustaining was 
clearly stated. At the same time the Senate Committee on Post Offices and 
Post Roads in Senate Report No. 955, dated July 23, 1912, directed attention to 
the impropriety of the then existing practice of reporting as costs of postal service 
only those expenditures made from appropriations controlled by the Post Office 
Department and excluding large sums paid by other Government departments for 
facilities and services necessary to the postal operation. This criticism of postal 
accounting practices was not heeded, so the losses on fourth-class mail reported 
by the Department since the cost ascertainment system was established in 1926, 
now totaling more than $1,200 million, are greatly understated. 

Under the provisions of the Civil Service Retirement Act Amendments of 
1956 (70 Stat. 747) the Post Office Department, like ail other Government 
agencies, is now required to pay into the retirement fund an amount equal to 
64% percent of the salaries paid its employees to partially cover the govern- 
ment’s share of the cost of maintaining the retirement system. This contri- 
bution is drawn from the same appropriation as are the salary payments. 
Under the accounting procedures followed by the Department throughout the 
years, this contribution would become a part of the expenses charged against 
the several classes of mail. However, the Civil Service Retirement Act aimend- 
ments also contained a provision barring the Post Office Department from 
taking this contribution into consideration in fixing postal rates. The House 
Committee on Post Office and Civil Service said in House Report No. 524 dated 
June 2, 1957, that this prohibition was intended to be a temporary measure. It 
was intended only to delay an offsetting increase in fourth-class rates until 
Congress had time to consider increased rates for other classes of mail. 

The House committee said this contribution is a part of the cost of operat- 
ing the postal service and there is now no reason why it should not be con- 
sidered in establishing postal rates. Postal officials have expressed agreement 
with this statement of the committee and the Postmaster General has recom- 
mended repeal of that section of the Civil Service Retirement Act Amendments 
of 1956 which prohibits consideration of this contribution in fixing postal rates. 

Section 109 of H. R. 5836, the postal rate bill, as passed by the House on 
August 13, 1957, is designed to permit readjustment of fourth-class mail rates 
to recover a part of this cost. There was no objection to this section during 
debate on H. R. 5836 in the House. 

Parcel post is simply the transportation of property and it operates in direct 
competition with many private enterprise carriers such as freight forwarders, 
bus express, United Parcel, motor carriers, airlines, and Railway Express. All 
these carriers are required by law to contribute to retirement funds (railroad 
retirement or social security) and those contributions are a part of the cost 
of operating their businesses necessarily considered in fixing their rates. There 
is mo reason why parcel post should not be treated the same way. it should 
be made fully self-sustaining as was intended by Congress when it was 
established. 

Section 109 of H. R. 5836 should be retained in the bill as a step in that 
direction. 
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Section 110 of H. R. 5836 would modify the requirement in Public Law 843, 
Sist Congress, that rates should be fixed to insure the receipt of revenues from 
fourth-class mail sufficient to pay the cost of such service. This section would 
permit the retention of fourth-class rates that do not produce revenues adequate 
to cover costs now included in postal accounts. 

This loss would be in addition to the very large subsidy now enjoyed by 
commercial users of the parcel post system through failure to include in postal 
accounts amounts paid by other Government departments for facilities and 
services supplied to the Post Office Department and therefore not considered 
in fixing postal rates. 

The House Committee on Post Office and Civil Service said in Report No. 
524 dated June 3, 1957: 

“While parcel-post mail now is required by law to pay its own way, until 
enactment of Public Law 843, 8lst Congress, no action was taken by any Post- 
master General to petition the Interstate Commerce Commission for rate adjust- 
ments. There was an accumulated deficit of $350 million for such mail during 
the 5-year period immediately preceding enactment of Public Law 848.” 

Actually the accumulated deficit reported by the Post Office Department since 
cost ascertainment was established in 1926 is more than $1.2 billion and nearly 
70 percent of that total was in the last 10 years. Naturally the commercial 
users of parcel post are reluctant to surrender this subsidy and they have 
opposed the rate increases the Postmaster General was compelled by Public Law 
843 to seek. In fact, representatives of an organization representing these com- 
mercial users attempted in February 1955 to enlist Congressman Gary’s support 
of repeal of the “general provisions” of Public Law 843. 

Shortly thereafter attempts were made to pass bills permitting the fourth- 
class mail costs to exceed revenues by as much as 15 percent before the Post- 
master General would be required to seek a rate increase. The proponents of 
these measures have said they were needed to prevent hardship following sudden 
rate adjustments. There have been only two increases in fourth-class mail rates 
since Public Law 848 was passed in 1950. Petition for the first increase was filed 
with the Interstate Commerce Commission on October 13, 1950. The rates pro- 
posed were approved after lengthy hearings and became effective October 1, 1951. 
The second petition was filed June 25, 1952, and the increased rates were effective 
October 1, 1953. Rate adjustments made a year or more after notice to all con- 
cerned cannot be considered sudden. 

We are historically opposed to any subsidy to parcel post due to its commercial 
aspects. However, inasmuch as the House approved section 110 of H. R. 5836 
with a 1 percent leeway we will not object provided there is no increase in the 
1-percent leeway figure. 


The Cuarrman. The committee will meet at 10:30 tomorrow morn- 
ing. 

(Whereupon, at 11:59 a. m., the subeommittee was adjourned, to re- 
convene at 10: 30a. m., Friday, February 14, 1958.) 
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FRIDAY, FEBRUARY 14, 1958 


Untrep States SENATE, 
ComMITrEE ON Post Orrice AND Civit, SERVICE, 
SUBCOMMITYIEE ON Postat Rares, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10:30 a. m., in 
room 135, Senate Office Building, Hon. Olin D. Johnston, chairman of 
the committee, presiding. 
Present: Senators Johnston (presiding), Yarborough, and Carlson. 
Also present: William Brawley, exec utive director; Frank A. 
Paschal, professional staff member; and Don Kerlin, staff member. 
The Caiman. The committee will come to order. 
The first witness is Warner B. Shepherd, representing the Chamber 
of Commerce of the United States. 


STATEMENT OF WARNER B. SHEPHERD, REPRESENTING THE 
CHAMBER OF COMMERCE OF THE UNITED STATES 


Mr. Suernerp. My name is Warner B. Shepherd, recently retired 


from many years in the position of general traffic manager for the 
Aluminum C ompany of America. I am appearing in behalf of the 
Chamber of Commerce of the United States. 

The chamber supports the objectives of both title I and title II of 
H. R. 5836 as passed by the House—that is, the objective of rate in- 

creases provided in title I and of the declaration of policy in title IT. 

The Cuatrman. Has the chamber of commerce held any hearings on 
how this would affect business ? 

Mr. Surernerp. The chamber didn’t exactly hold hearings. They 
had committee meetings in 1955, I believe, of a postal subcommittee to 
set up policy as to what the feeling was among the members of the 
Ghaniles as to how the post office ought to be run in principle with 
respect to the fiscal policy of the post office. 

The CHatrMan. Have you looked into how much the cost ascertain- 
ment would be in the various classes ? 

Mr. Surenerp. Not at that time. 

The Cuatrman. Has the chamber examined a 5-cent first-class rate? 

Mr. Snepnerp. I think I can fairly say that the chamber is not 
approving 5 cents, 4 cents, 6 cents, or any number of cents. It is just 
approving the principle that, if there is a postal deficit, and the carry- 
ing of the mail is not paying itself, it should be worked so it does. 

The Crramman. Has the chamber of commerce looked into all the 
services being rendered by the Post Office Department at the present 
time? 
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Mr. SurerHerp. Nonpostal services, yes; we have recommendations 
with respect to those. 

The CuarrmMan. Fine. That is what we are interested in, too. 
Proceed. 

Mr. Sueruerp. One of the cardinal principles underlying the cham- 
ber’s position on postal rates is that the postal service should be placed 
on a self-supporting basis. We say the postal service. We note that 
the revenues expected to result from the House bill—H. R. 583 
the first year will fall about $175 million short of this goal, without 
considering any new legislation that might increase postal expenses. 

The President, in his budget message to Congress, has just recom- 
an nag an additional increase in first-class nonlocal mail to bring this 

ate up from 4 cents, as in the House bill, to 5 cents. This is esti- 
aa to produce an additional $175 million annually. This addi- 
tional revenue would come very close to balancing the current ex- 
penses of the Post Office Department, and that is all we are saying 
Senator. It looks like it will do the job. Whether it is the right w ay 
to do the job, we are not commenting on. 

Therefore, without endorsing any of the specific rates proposed, 
either in the original bill or in the supplemental recommendation, our 
objective of a balanced postal budget would be more nearly met 
through the adoption of the original bill plus the increase proposed 
by the President. Again, that ‘language means to us just what. it 
says. It doesn’t say that is the right way to do it, it says it looks 
like we will doit. The figures kind of match up. 

While the chamber generally supports this proposed legislation, 
we will call attention to certain deficiencies we see in it as a guide 
to postal ratemaking. 

RATEMAKING FACTORS 


Briefly, with respect to ratemaking factors, it is the viewpoint of 
the bones community, as represented by the chamber, that— 

. The postal service is fundamentally a public service and it 
should be operated on a nonprofit, self-supporting basis. 

2, Rates should be set at levels which yield total revenues ap- 
proximately equal to total expenses. 

3. In setting rates on the various classes of service, due con- 
sideration should be given to the cost of providing the service, 
and to such factors as preferment and deferment given the vari- 
ous classes of mail, as well as the value of the service to the 
patron. 

The Cuarrman. Do you have any comment from the chamber of 
commerce with regard to free delivery of newspapers within the 
county of publication / That costs millions and millions of dollars. 
Who should pay for that 2 

Mr. Suepuerp. If it is the view of the Congress that papers pub- 
lished within a county, or any other free delivery of mail should be 
had, we think the taxpayers should pay for it, and not the users of 
the mail service. 

The Cuarrman. That is the report of the Carlson Committee and 
also the report of the Citizens Committee that I appointed. 

Mr. Sueruerp. That is our view, too. 

4. Charges for parcel post service particularly should be sufficient 
to cover all costs incurred by the Government in the performance of 
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this service, since parcel post is essentially a transportation service in 
competition with similar nongovernmental services. 

The Cuarrman. It would cost the Government millions and millions 
of dollars to set up organizations to perform some of the functions 
that the Post Office Department is set up to do. The cost is absorbed 
by that Department. 

Mr. Suernerp. We have no quarrel with that. We say it is bad 
business for the Government to set up another agency to do those 
things. All we are advocating is that if the Post Office Department 
does this work for other divisions of the Government, the people who 
get the benefit ought to pay for it. 

In arriving at these conclusions, the chamber has given primary 
attention to broad principles of postal ratemaking in general, rather 
than to specific rates on the various classes of mail. During our study, 
it was apparent that the developing of precise rates involves techni- 
cal and special knowledge not easily available to a group as large and 
diversified as the chamber. I think that was brought out yesterday 
by some witnesses. 

Accordingly, we do not make any recommendations on specific 

rates. As mentioned, however, we do feel strongly that rates should 
be set. so as to bring in revenues sufficient to meet the full costs of the 
postal service. 
STUDY GIVEN TO SUBJECT 


In its study of this question, the chamber has had the benefit of 
some of the country’s most knowledgeable people on the subject. 

In January 1955, when it became obvious that something would 
have to be done about the increasingly large postal deficits, the 
chamber’s board of directors agreed that its transportation and com- 
munication committee should undertake a study of the postal-fiscal 
situation and obtain the views of all business groups interested in the 
problem. 

That committee, which covers the entire field of transportation and 
communications, enlisted the aid of an advisory panel on postal rates, 
of which I was a member. 

In order that al] interested business groups within the chamber’s 
membership would be represented on the panel, committee members 
designated to serve on it were supplemented by appointments from 
outside of the committee. The outside appointments included repre- 
sentatives of mail-order houses, wholesalers, insurance agents, direct- 
by-mail advertising, public accounting, newspapers and news services, 
farm periodicals, and other magazines. 

The panel studied the reports of the 1954 advisory council to your 
committee and of the Post Office Department and other studies of 
the postal service. Stee a study of almost 6 months, it made a report, 
and offered proposals for a statement of “prince iples of postal rate- 
making” to the parent transportation and communication committee. 

After further study by that committee, and some revisions, the state- 
ment was presented to the chamber’s board of directors and the mem- 
bership. The latter voted upon it favorably in May 1956. 

I recite this procedure to assure you that our recommendations have 
received neers study by a broadly representative or; ganization of 
businessmen. I do not wish to imply that they received unanimous 
approval by either the panel or the committee. They were adopted 
by a majority vote in both cases. 
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NEED FOR RATE INCREASES 


We urge that postal rates be increased at this time because it is 
obvious to us that this is the logical course by which we can correct 
the trend of larger and postal deficits. Deficits in postal operations 
have been the order of the day—not as large as now contemplated to 
be sure, but in the hundreds of millions of dollars—for over 10 years. 
In the interest of fiscal responsibility in Government, and fairness to 
the taxpayer, we believe this burden should be transferred where it 
rightly belongs—to the users of these services. 

Again, I qualify that by saying that the burden of actual postal 
deficits, not necessarily the post-office deficits, but the deficits of 
operating the postal services. 

The postal service, unlike most other services of the Government, 
should not be supported by taxing the general public. The broad 
services performed by other Government agencies do not generally 
lend themselves to identification at the level of the individual benefited. 
This is to say that there is no way to relate the cost of most of the 
services performed by the Treasury Department or the Bureau of the 
Budget to any particular user because of the general nature of the 
service. 

On the other hand, the individual use made of the postal service 
is largely measurable. Therefore, the costs for providing postal serv- 
ices can be distributed with far greater equity than for general gov- 
ernment services by basing it directly on the amount it used. There 
is no fairer way of distributing the cost of Government service than 
by charging the user in proportion to the extent he makes use of it, 
if this is practicable. 


PRINCIPLES OF RATEMAKING 


We agree that a specific set of principles should be enacted to serve 
as a guide to Congress in its ratemaking function. Broad guideposts 
of this nature will permit business users of the mails to plan for the 
future with more certainty than in the past. A proper start toward 
this objective is made in the declaration of policy in title II of H. R. 
5836. The chamber specifically subscribes to those principles which 
would— 

1. Set postal rates, and charges for special services, at levels 
which yield the Post Office Department total revenues equal to 
total expenses, and 

2. Give due consideration to— 

(a) The cost of the service, and 
(6) Such factors as preferment and deferment of service, 
and the value of the service to the patron. 

These factors which have stood the test of experience for rate- 
making purposes in various types of business having a public inter- 
est. They are commonly accepted by the Interstate Commerce Com- 
mission and the several State regulatory commissions 


COST OF SERVICE 


The cost of providing the service is readily available from the cost- 
ascertainment figures now compiled by the Post Office Department. 
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TYPE OF SERVICE 


In evaluating the type of service accorded each class of mail, we 
find that post-office regulations call for— 

1. Incoming first-class mail being sorted immediately, outgoing 
within 15 minutes of postmarking, and delivery of incoming on 
the first trip after sorting. 

2. Incoming second-class to be sorted “as soon as possible,” with 
delivery not later than the second trip after receipt, and outgoing 
to be dispatched within 24 hours; but pewepenes? and news maga- 
zines published at least once a w eek and accorded second-class rates 
receive the same treatment as first-class mail, and periodicals re- 
c elv ed by an agreed upon date are delivered on an agreed date. 

Third-class normally is to be delivered not later than the 
sec nots delivery after receipt. 

The priority given the various classes of mail under these regula- 
tions, we believe, presents a fertile field for a reappraisal of rates based 
on the type of service actually offered. We call attention specifically 
to the provision made for publications to receive the same premium 

treatment given first-class mail at second-class rates. On the other 
hand, we recognize that some publications perform preliminary serv- 
ices which normally would be performed by postal employees. They 
should receive a credit for such service in the determination of applica- 
ble postal rates. 

VALUE OF SERVICE 


We interpret value of service to mean what the patron will pay 
and still use the service sufficiently to provide an income to the Depart- 
ment. This does not necessarily mean all the traffic will bear, because 
at the outset a ceiling of revenues sufficient to meet expenses would 
be placed on total postal operations, which would be limited by 
appropriations made available by Congress. Neither does it mean 
just out-of-pocket expenses, since, normally, each service should con- 
tribute to overhead expenses. It means that the value of the service 
to the patron should be taken into consideration in fixing a rate. 


PUBLIC-SERVICE ASPECTS 


There is one element injected into ratemaking by title II of H. R. 
5836 that should be clarified. This is the reference to “services hav- 
ing public-service aspects,” found on page 17, beginning on line 5. 
This could refer to such services as free mail to the blind or free-in- 
county newspapers. It also could mean the special exemption certain 
types of nonprofit organizations have received from recent increases 
in second- and third-class mail rates, and by which they would con- 
tinue to be favored by this bill. Or it could embrace a discount for 
second-class mail on the theory that publications have a value, in the 
dissemination of intelligence and advancement of education and cul- 
ture, that should be reflected in their postage rates. The intent of 
Congress in this section should be made clear. 

If, for example, the Congress wants mail for the blind to be carried 
free, "that should be considered a public service provided for the blind, 
and it should be a charge on the general taxpayer rather than on the 
user of the mails. 
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Whether Congress should give reduced rates of postage to the eight 
categories of nonprofit organizations now so favored—religious, edu- 
cational, scientific, philanthropic, agricultural, labor, veterans’, and 
fraternal organizations or associations—is a matter upon which the 
chamber has no recommendation. 

However, if this practice is to be continued, we believe Congress 
should, as H. R. 5836 would provide, appropriate funds directly to 
the Post Office Department covering such subsidies, so that the result- 
ing loss does not become a burden on other mail users. 

We believe that any discount to reflect the value of publications in 
the disseminating of information and the advancement of education 
and culture is impracticable. In fairness, it would have to be some 
flat, arbitrary percentage of the cost of handling, applying to ail 
second-class mail. This would be unrealistic. 

You know of magazines that you feel are really worthwhile and 
should be as widely read as possible. I am sure you also know of 
others that you would not put in that category. But here, personal 
tastes are involved. How any postal official or any committee of Con- 
gress could differentiate between them, or write a regulation cover- 
ing them fairly from the public-service standpoint, I would not at- 
tempt to say. I believe it impossible. We urge that rates covering 
each type of mail be determined on the cost of handling that type, 
the service it receives, and the value of the service to the patron. 

This is implied in the House committee’s report on H. R. 5836 and 
in the Post Office Department’s estimates of appropriations needed 
to cover public-service aspects. However, because of the possible mis- 
understanding of the intent of Congress, we hope that the term will be 
clearly defined, and limited, in the legislation you recommend. 

It has also been suggested that the expenses of third- and fourth- 
class post offices and rural routes be considered public-service items and 
deducted from postal expenses for ratemaking purposes. We do not 
agree with this reasoning, because these services are integral parts of 
a national postal system and should be paid for by the users of the 
mails. Broadly speaking, the users of the mails make use of these 
facilities just as they make use of any other postal facilities. We see 
no reason why they should be singled out to be paid for by the tax- 
payer. 


















INCLUSION OF ALL POSTAL COSTS 


In addition, we believe that a provision should be added to the policy 
declaration in title II directing that the costs of services performed 
for the post office by other Government agencies should be added to 
»ostal costs, and services performed for other Government agencies 
by the post office should be deducted from postal costs. 

A step in this direction was taken by the 84th Congress when Pub- 
lic Law 854 was passed requiring the Department to assume the em- 
ployer’s contribution to the retirement fund for postal workers. Sec- 
tion 4 of this law states that the agency paying the employee con- 
tribute a sum equal to the employee’s contribution. 

However, this was nullified, as far as postal rates are concerned, 
by a provision specifically stating that any-such contribution shall not 
be considered as a cost of providing postal service. We believe this 
is inconsistent with the main purpose of the law and should be re- 


pealed. 
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All costs of performing the service—and, certainly, retirement-fund 














































. contributions are as much a cost of doing business as the employee’s 
d salary—should be taken into account in calculating 1 vostal rates. We, 
Aa therefore, specifically support section 109 of H. R. 5836, which would 
repeal this provision of Public Law 854. 
SS 
“a PARCEL POST 
It - Section 110 of H. R. 5836 would change present law, which pro- 
vides that revenues from parcel post must cover expenses, to permit 
In expenses attributable to parcel post to exceed revenues by 1 percent. 
on For the fiscal year 1955, expenses allocated to parcel post amounted 
he to approximately $600 million. One percent of that would amount 
ul to $6 million by which amount the taxpayers could: be required to 
subsidize users of parcel post before a rate adjustment would be 
nd required. 
of This, in itself, is a reasonable amount, according to my statement, 
val but it would be better to say it is not a large amount. But, assuming 
n that you endorse the preceding section—section 109—of the bill, 
ar which we have recommended, it would immediately be increased by 
ut- approximately $2 million. Normal expansion in the general economy, 
ng bring a proportionate expansion in the use of the parcel-post service, 
pe, wonld further increase such.an exemption. 

Therefore, because of its present size, and the uncertainty of its 
nd size at any time in the future, we urge that a percentage-of-cost 
led formula not be adopted. At the same time, realizing that. an oper- 
a ution as big as the parcel-post service requires some latitude, we 
be suggest that a stated amount of money, for example, $4 million or 

$5 million, be substituted for the 1-percent ceiling. 
th- In other words, we are not against the principle of giving some 
nd latitude to the Post Office so that they don’t have to hit it on the 
not nose a year in advance, but we just would like to see it not spread 
of too wide. 
the As passed by the House of Representatives, H. R. 5836 contains a 
ese provision, section 104 (e) adopted on the floor of the House, which 
see ostensibly would limit the difference between the costs of handling 
aa and the revenue derived from any one user of second-class mail to 
$100,000 annually. Conversely, this would permit a subsidy of 
$100,000 a year to any one user of second-class mail. 
oa If the calculation of costs of handling for individual publications 
anal accorded second-class privileges were practical, which we doubt, this 
we provision would base ratemaking for second-class mail entirely on 
shed the cost of the service. As pointed out previously, we believe that 
other factors must be taken into consideration in postal ratemaking, 
ey and we urge that this provision be deleted in the bill reported by 
“il this committee. 
Sec- EFFICIENCY 
‘on- ; : 

Now, a word as to the efficiency of the postal service. We all have 
ned, experienced what we feel are undue delays in delivery of mail. We 
not know, too, that many postal facilities are inadequate and that a large 
this investment in new plant and equipment will be required to modernize 
re- them. We know steps are being taken by the Postmaster General 
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to improve efficiency where he can. It is our hope that he can con- 
tinue these efforts so that the postal service can be conducted accord- 
ing to the highest standards of efficiency in either business or gov- 
ernment. 

Recognizing then, that there is room for improvement in our pres- 
ent postal service, I know of no better way to assure provision for 
improved plant and handling facilities than to place the service on 
a self-supporting basis. 

SUMMARY 


Summarizing, the chamber endorses H. R. 5836 in general—and 
that means, in principle—but it further urges that : 

Without endorsing any of the specific rates proposed, either in the 
original bill or in the supplemental recommendation, our objective 
of a balanced postal budget would be more nearly met through the 
adoption of the original bill plus the increase proposed by the 
President ; 

All costs of providing postal service, including those now paid by 
other Government agencies, should be taken into consideration in 
setting postal rates; 

Services having public service aspects should be more clearly de- 
fined and limited; and 

The latitude given the Post Office Department in applying for ad- 
justments in parcel-post rates be a stated amount of money instead of 
a percentage of cost. 

That is my statement, gentlemen. Thank you very much. 

The Cuatrman. Are there any questions? 

Senator Carison. I have none. 

It isa very fine statement, Mr. Shepherd. 

The Cuarrman. We are glad to have had you come before us. 

Mr. Suepuerp. Thank you very much. 

The Cuatrman. Mr. Erskine Stewart. 


STATEMENT OF ERSKINE STEWART, EXECUTIVE VICE PRESIDENT, 
NATIONAL COUNCIL ON BUSINESS MAIL 


Mr. Srewarr. My name is Erskine Stewart and, as its executive 
vice president, I appear today in behalf of the National Council on 
Business Mail. Our address is 1028 Connecticut Avenue, Washing- 
ton, D. C. 

The council is an organization of many kinds of smal] and large 
businesses, including advertising agencies, manufacturers, whole- 
salers, retailers, mail-ordér houses, insurance companies, nurseries, 
publishers, direct mail advertisers, business associations, and many 
other enterprises highly dependent upon a fairly priced postal serv- 
ice for the conduct of their affairs. Our members are instructed in 
all classes of postage and in all postal services. 

At its annual meeting in 1957, the council adopted the following 
policy declaration with respect to postage rates. 


Be it resolved: (1) That the National Council on Business Mail, as an organ- 
ization, establish no policy on postage rates for any specific class of mail, but, 
instead, establish a general, overall policy applicable to all classes of mail, in- 
cluding parcel post. 

2. That the basis of such a general policy on postage rates be that the Post 
Office Department is a public service, the same as other departments of Govern- 
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ment and should not be expected to operate on a balanced budget founded on 
strict accounting principles, like q profitmaking business organization. In set- 
ting up postage rates under such a policy Congress would, by judgment, weigh 
the value of the public service character of the Post Office Department, which 


can not be measured in strict accounting terms, and charge that evaluation as 
an expense of Government. 


At its 1958 annual meeting last month, the council reaffirmed the 
foregoing policy. This action, although not unanimous, reflected the 
thinking of a majority of council members present. 

Supplementary to the above action, the council’s executive commit- 
tee met on February 11, 1958, and directed that the conclusions of 
your chairman, Senator Olin D. Johnston, in a magazine article en- 
titled “How To End Our Post Office Mess—Permanently” be made a 
part of this statement, as accurately reflecting the postal philosophy 
of the National Council on Business Mail. Those conclusions were: 


1. Establish a basic postal policy! Congress should adopt a modern post office 
policy which defines precisely what costs are to be borne by mail users and what 
costs are to be borne by the Government because they are public services. When 
you mail a letter, its stamp should be expected to pay for postal services and 
not for public services such as counting grouse or surveying housing. The 
Hoover Commission put it this way: “There are good reasons why the nation- 
wide facilities of the postal establishment should be available to perform cer- 
tain functions for other departments and agencies of the Government. There 
should be no question, however, that the post office is entitled to reimbursement 
in some manner for such services.” 

2. Raise postal rates rationally Once we determine what true mail costs are 
and agree on uniform, permanent ground rules for meeting them, we may still be 
compelled to raise postal rates. The first-class letter rate will probably have 
to be raised to 4 cents. (I think most people are reasonable enough to be willing 
to pay 1 cent more—a 3314 percent increase—for an item in 1958 than they paid 
for it in the depression 1930’s.) Second-class rates have already been increased 
30 percent, but they’ll probably have to be increased further. Similarly, there 
must be a rise in third-class rates, already increased 50 percent. I would not 
say precisely what increases should be made; I do not believe anyone can make 
a businesslike forecast of that until Congress sets the fundamental postal policy. 

3. Modernize the postal system: Neither a new postal policy nor higher rates 
will solve the basic post office problems. They spring from antiquated plants, 
equipment and processes. That’s agreed on by post office officials, postmasters, 
and management firms which have investigated. It’s the reason increased vol- 
ume doesn’t bring down costs. So I believe we should launch a long-range, big 
scale modernization program for the construction of efficient buildings, stream- 
lining of facilities, development of advanced mechanical devices. 

It takes huge sums to get efficient physical facilities for any nationwide com- 
munications system. Since the end of World War II the Bell Telephone System, 
for instance, has obtained from the public $10 billion of new capital for the expan- 
sion and modernization of its physical plant. In the long run, when correctly 
handled, these investments pay for themselves. To pay for the post office modern- 
ization, I have proposed that the Postmaster General be authorized to borrow $2 
billion from the Federal employees’ retirement fund. Retirement funds are now 
invested in Treasury bonds at an interest rate of 2% percent. The post office 
could pay 3% percent interest for the use of the money, thereby adding to the 
fund for the benefit of Federal employees. Since the post office must now pay 
4 percent interest on the limited money it can borrow, all would gain from this 
proposal. 

4. Increase employee efficiency : Postal employees have received but one small 
increase in wages since 1951. Many are compelled to take extra jobs after hours 
in order to meet the present high cost of living. If we are to expect maximum 
efficiency from a worker, we must pay him a wage that will enable him to con- 
centrate on his skill. An adequate increase in postal wages is necessary and 
would, in my opinion, pay big dividends in production. 

If these four steps are taken by Congress, I believe that in a few years we can 
get out of this postal mess and have the best mail service in the world. 


21528—58——32 
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The members of the National Council on Business Mail are engaged 
primarily in the distribution of goods and services. No matter how 
great the productive capacity of “American indus stry may be, the eco- 
nomic health of our country is dependent upon open, unhampered 
avenues of distribution, more so than upon any other element. The 
postal service is a vital blood line in the distributive networ k. 

The business mailer, in using the postal service, absorbs many of the 
functions in the transmission of his mail which are ordinarily required 
in handling of private mail, thereby substantially reducing the De- 
partment’s cost of handling business mail. The business m: ailer does 
his re art to keep economy and efficiency in the Post Office Department. 
The National Council on Business Mail asks this committee, in its de- 
liberations on postal rate increases, to carefully consider the urgency 
of pricing the postal service at levels within the ability of business 
and private mailers to pay. The right of the American citizen to send 
and receive mail would be impaired, and the economy of the country 
would suffer seriously if, by reason of immoderate postal rate increases, 
the avenues of commerce and distribution afforded by the postal serv- 
ice are crippled. 

IT might say in summary that our organization largely supports the 
conclusions drawn in your recent magazine article in connection with 
postal rates and postal policy. 

The Cuatrman. Thank you for testifying, Mr. Stewart. 

Our next witness will be Mr. William P. Moser. 


STATEMENT OF WILLIAM P. MOSER, SALES PROMOTION MANAGER, 
BRON-SHOE CO., COLUMBUS, OHIO 


Mr. Moser. My name is William P. Moser, and I am the sales pro- 
motion manager of the Bron-Shoe Co., of Columbus, Ohio. I wish 
to express my appreciation for the priv lege of appearing before this 
committee to explain our views on this legislation. 

We are the originators of what is today known as the baby shoe 
bronzing industry, and we have been in business for over 28 years, 

The Cramrman. You make bookends and other objects from a 
baby’s first pair of shoes? 

Mr. Moser. That is correct. 

Ours is a typical small business, employing between 60 and 100 
people, according to the season of the year, Over one-third of our 
business now comes as a result of our direct mail advertising. 

For the year 1957 our postage expense—all third class bulk mail- 
ing—was 14.2 percent of our sales. 


Percent of scales 
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Revenue loss 


Direct revenue lost immediately from Columbus post office, if 
our mailing operations are discontinued : 


Warcehigest. 20). jaLitosl eileen tac i ah i $20, 000 
Oiielee DONE ncetnnbentens+nenteeretinebesltonpertate 15, 000 
TN A eset eerrenat openers aohiges alin 3. 200 
$38, 2 
Indirect losses to other small business: 
eepteren tiets wn J. ease li tuenth shew 15, 000 
IN nici cenarcritiaen hace let hd ab ee ee chit 6, 000 
OI is rennet eeereni eres emda ae mht ae peemoyeeiplctegh 10, 000 
MUIR URSIN” NUMNE ID cnn re rene a eg etn et meade 15, 000 
Bas Malinlactusersio 0.226034) sot el ia 4, 000 
——— 50,000 
INET CCUM a sec cp peer me ieee whee a esnamely 88, 200 


Mr. Moser. If our postage rate is increased from $15 to $25 per 
thousand, as is now proposed, our postage expense would then be 28.6 
percent of sales. 

The Cuamman. I believe you fall into third class? 

Mr. Moser. Yes, sir. 

The Cuatrman. Proceed. 

Mr. Moser. Last year our gross profit from these mailing operations 
was 12.5 percent of sales. If the proposed postage increases are put 
into effect, our gross profit would be reduced to 3.05 percent. At this 
very low rate of return, we would be forced to discontinue this seg- 
ment of our business. No businessman would consider risking his 
money on a venture with such a small potential profit. 

If we stopped our mailings we would be forced to lay off a sub- 
stantial part of our working force, probably 20 or 25 people, within 
60 days. 

As a further consequence of our discontinuing our mailings: 

1. Our parcel post expenditures would drop by more than $20,000 
per year. Every order we receive from this direct mail operation is 
shipped back to the customer by parcel post, 

2. The people who print our circulars would lose $15,000 per year 
in business. 

3. The people who make our envelopes would lose $6,000 per year 
in sales. 

t, Our metal castings supplier would lose over $10,000 per year in 
business. 

5. The people from whom we rent our lists would lose almost 
$15,000 per year in business. 

6. Most important, over $15,000 in third-class postage revenue would 
be lost to the post office. 

There are many other of our suppliers—too numerous to list—who 
also would lose many thousands of dollars of business. 

The total result of the increase in postage rates on our firm would 
be a loss of a subsantial portion of our business, and the profit that 
we make from this business. More important would be the effect 
on the economy—even more people unemployed than there are at 
this time—and a large loss in revenue—both from the postage that 
would not be paid and from the taxes lost because of lost profits. 
Magnify this by the number of small-business firms like ours and you 
can see what a tremendous effect this could have on the Nation. 
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The Department of Commerce of the Small Business Administra- 
tion have never made any survey as the anticipated results of these 
proposed postage increases. No one seems to know exactly how 
many people there are like ourselves who would be forced out of 
business. I do know that direct mail advertising sells over $15 billion 
in goods every year. This is too important an industry to tamper 
with, without first making a complete study of the consequences. 

We are quite new in the ‘direct mail business. We started mailing 
in quantity in the fall of 1954 and we are proud of what we have 
accomplished to date. As you can see from the attached figures, we 
have come from nothing to a place where we now spend over $38,000 
with the post office in just a few short years, and we envisage a con- 
tinued growth in this division of our business. That is, unless a 
postage “rate increase such as this comes along and just plain puts 
us out of the direct mail business. 

It has always been the aim of our Government to encourage small 
business, and yet here, with one fell swoop, you may possibly | destroy 
our small business and do doubt thousands more like it. 

I ask only that you get the facts, and be sure that you are aware 
of the effects of this proposed legislation before you make a decision. 

The Cxarrman. Suppose we increased third class from 114 to 2 
cents. Could you get along with that? 

Mr. Moser. We could continue mailing on a smaller scale, but we 
would continue mailing. 

Senator Cartson. You have another business besides this? 

Mr. Moser. Actually, we have very little other than baby shoe 
bronzing. We do some silver plating. The bulk of our business, 
about 85 percent, still is baby shoe bronzing. We sell through other 
channels of distribution. But we found that our big growth in the 
last 4 or 5 years has been in direct mail. 

The Cuatrman. For all your business you do use the mails to a cer- 
tain extent ? 

Mr. Moser. Oh, yes. In our retail operation we use third-class 
mail to advise all of our accounts of our promotions and that sort of 
thing. 

The Cuamman. Thank you for coming here this morning. 

Mr. Moser. Thank you, sir. 

The Cuarrman. Our next witness is Mr. William F. Moore. 


STATEMENT OF WILLIAM F. MOORE, EXECUTIVE SECRETARY TO 
THE CHRISTIAN BOOKSELLERS ASSOCIATION 


Mr. Moore. Mr. Chairman, and members of the committee: My 
name is William F. Moore. I am executive secretary to the Chris- 
tian Booksellers Association, an organization with a membership of 
almost. 600 religious bookstores throughout the country. 

Eight years ago the Christian Booksellers Association was founded 
to meet a real need in helping religious bookstores across the country 
to serve churches, Sunday schools, and libraries in a more effective 
manner. No agency existed prior to that time to aid in the founding 
of a religious store and to give counsel and advice as to how to operate 
effectively. By better serving the churches and Sunday schools as 
well as the man on the street, our members feel definitely that they 
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are helping to build stronger communities in every way. Our coun- 
try’s Founding Fathers were deeply religious and in religion there 
lies our greatest means of establishing a bulwark against juvenile 
delinquency. 

Approximately 40 percent of our member stores do less than 
$25,000 a year in annual sales. 

I might insert here, a large part of that is due to turnover of stores, 
but almost half of that number are people who have been in business 
a few years, and it is almost a missionary project with them. Half 
of that is due to turnover of new stores each year. Certainly they 
are not in this work for profit alone. However, they must have a 
margin above cost in order to exist. 

The small store has numerous small shipments of books coming 
into the store and a great many small shipments going out to churches, 
Sunday schools, libraries, and individuals across the country. The 
store pays the postage on all these shipments. There are a few ex- 
ceptions but most of them are in retail operation, prepaying the cost. 
The only way these stores can continue is by cutting the owner-man- 
ager’s salary to as low as $150 to $250 per month. This is not much 
of a financial incentive to stay in business. 

The Cuatrman. How can a man live on that? 

Mr. Moore. They hardly do. We had an insurance program re- 
cently. The average age of those who enrolled for the group life 
policy that was provided for them was 53 years of age. It was a non- 
medical-examination type of insurance and undoubtedly would appeal 
to the older folks who did not have any insurance and could not get it 
under any other circumstances. 

Because of the low profit incentive in the business, we have not at- 
tracted young people to carry on as we have had in years past, be- 
cause of rising costs without commensurate rise in sales. 

The proposed 25 percent increase in the book rate in section 107 
of H. R. 5836 could possibly put many of these stores out of business; 
and this would be a national tragedy. The book rate has been in- 
creased to 3 to 4 times its level in 1942, when it was equal to the rate 
on the editorial content of newspapers and magazines. Being loyal 
citizens, our members take great pride in our country and want to do 
their part to alleviate a serious financial condition in the Post Office 
Department. We will be paying more under this bill for our use of 
first- and third-class mail. While we would not basically object to a 
rise in the book rate if the Congress feels this is wise despite the pres- 
ent educational needs of the country, we do seriously object when 
book rates are discriminatory as compared with rates on other similar 
classes of mail. 

If book rates are again increased, the volume of bible and religious 
book sales would fall off.. We must as a country have our people 
encouraged to read more religious books, not less. Other books as 
well as religious books contribute much to the educational life of this 
country and we are at a loss to understand why books have been dis- 
criminated against in favor of other classes of mail performing a 
similar function. 

We as members of the Christian Booksellers Association would not 
oppose the proposed increase in the book rate if the book rate were 
to be the same as the second-class rate on magazines and newspapers. 
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We do not see any justification, however, for the proposal in this bill 
to raise second-class rates to a level at which they would, 4 years from 
now, pay about one-third of the cost of this class of mail and to in- 
crease the book rate immediately to a point where it would bring in 
about three-fourths of the cost. 

I wish to express my personal appreciation, and on behalf of the 
members of the Christian Booksellers Association, for the privilege 
of presenting our position to you gentlemen. May God himself guide 
you in the wise and just decision that we are sure will be made. 

The Cuarrman. Are there any questions 4 

Senator Caritson. I have none. 

The CHairman. We certainly thank you for coming before us, 
Mr. Moore. 

Mr. Moore. Thank you. 

The CiiatRMAN. Our next witness is Mr. Paulin. 


STATEMENT OF LEO J. PAULIN, PRESIDENT, THE PAULIN 
PUBLISHING CO. 


Mr. Paviin. Mr. Chairman and members of the committee, my 
name is Leo J. Paulin. I would like to preface my sti meee by 
saying that in these days of big business and big government, it is a 
matter of considerable comfort to me that the small voice of little 
business can be heard with equal clarity before this committee. 

The Cuamman. We are very, very much interested in the small 
businesses. You must remember that the big businesses are made 
up of the little businesses and on down to indiv iduals, 

We forget that fact sometimes. 

Mr. Pavutin. I would also like to beg the committee's indulgence. in 
my statement I make personal reference to my own business. 

The Cuarrm uh That is all right. 

Mr. Pavuin. I do this because I want to present a case history of 
what happens with one business. 

I am president of the Paulin Publishing Co., with the main office 
in the Perpetual Building, Bethesda, Md., “and with branch offices in 
Rockville and Silver Spring, Md. 

The Paulin Publishing Co. publishes 3 weekly publications with 
a combined circulation in excess of 94,500, delivered entirely by mail. 
I am on the board of trustees of the Accredited Home Newspapers 
of America, the national trade association of urban and suburban 
weekly and semiweekly newspapers, and serve as the chairman of 
the postal committee of that organization. The Accredited Home 
Newspapers Association of America has a membership of 162 publi- 
cations with a circulation in the neighborhood of 5 million. Several 
of these publications are delivered by mail, and my appearance here 
this morning is to acquaint this committee with the nature of the 
service we render and to show that the proposed postal rate increase 
would put a number of our members out of business. 

My three papers, the News Advertiser of Bethesda, the Rockville 
Advertiser, and the Silver Spring Advertiser, are mailed under the 
much maligned third-class permit. Ours are not newspapers—we 
make no pretense of being a newspaper. We are a service medium 
for both small business establishments and the communities in which 
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we operate. We carry a high percentage of advertising, and if I 
may interject at this point, there seems to be in some quarters a feeling 
that advertising is a sin. Actually it is probably one of the greatest 
things that we have. I havea copy here of Pravda, their anniversary 
issue, in which there is not a line of advertising. But the women of 
Russia sweep the streets. I don’t think we want that here. And 
this is the kind of thing that advertising does. We have a standard 
of living that can’t be compared with anyone, and we have the great- 
est advertising business in the world. 

Last year ac vv ertising of all mediums came to $10,432 million. Of 
that, $1,000,500,000 was spent on direct mail, and this proposed rate 
would put a lot of that out of business. 

We devote a considerable amount of space to any number of worthy 
causes and to community events of every description. We have bulg- 
ing files from such organizations as the Red Cross, hospitals, and 
various charity organizations attesting to the service we render. Since 
our papers are delivered by third- class mail, we presumably fall in 
the category of what the paid press delights in calling junk mail. 
Ftanatars the people who receive our publication free of charge 
do not subscribe to such derogatory labels. Surveys conducted by 
professional research and marketing firms reveal that our publica- 
tions, within their circulation area, are read by more people t then any 
other publication, daily or weekly, The reason for that, we go to 
everyone and dailies and weeklies do not. Testimonial letters from 
countless numbers of users of our classified advertising as well as 
our display advertising attest to our readership. F urther, several 
citizens who reside outside of our circulation area pay $3 a year to 
receive these third-class papers. 

A year ago last spring when the Postmaster General threatened 
to bar third-class mail, I ran an editorial on the subject. 

(The editorial is as follows:) 


[From the News-Adertiser on Wednesday, April 10, 1957] 


THE SworpD OF DAMOCLES 


Anyone who has the temerity to develop his own business is well aware that 
the privilege of being self-bossed is heavily weighted with the responsibility of 
finding the right answers to many vexing problems. 

After a few years of jousting in the bankruptcy-strewn field of private enter- 
prise, you come to accept problems as run-of-the-mill. Eventually, in fact, you 
almost welcome problems—they add zest to the game of competition. 

The business of publishing the News Advertiser and the Rockville Advertiser, 
although a small business, has its share of problems. These, we have taken in 
stride. 

Until this writing I have never expected nor sought favors from anyone. 
With my capable associates, I have pulled my own oars. But today, we face 
a problem that is not of our making: a problem away out of our league. At 
this moment a “Sword of Damocles” hangs over the head of this business. 

The sword, swinging by a single horsehair, is dangled by Postmaster General 
Arthur Summerfield. 

If Congress doesn’t grant an emergency appropriation of $30 million to the 
Post Office by Friday of this week, Mr. Summerfield will place an embargo on 
third-class mail on April 29. This means I will not longer be permitted to mail 
this paper to you. 

There are overtones of tyranny in this decision. Here, in this land of free- 
dom, one man, occupying a high place in Government, can arbitrarily close my 
business and that of thousands of others in similar circumstances. 

The implications of such power, if legally the Postmaster General has such 
power, are far reaching. Much of the political campaign literature, much of the 
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literature of our States, most of the charity fund drives reach the people through 
third-class mail. By simple edict the Postmaster General can bar them from the 
mails and force them into using mail at a higher rate. This is an abrogation 
of the powers of Congress—Congress alone has the power to set postal rates. 

Why third-class mail should become the fall guy of the fiscal problems of the 
Post Office Department is a matter of -considerable bewilderment. Third-class 
mail is not something new, it dates back to 1872. It is a vital tool of our economy 
and essential to the operation of small businesses everywhere. 

We hace heard much psalm singing by our legislators and others in authority 
about their conc@rn for small business. If they are sincere in their protesta- 
tions let them come forth now and be counted. 

In a recent report the Citizen’s Advisory Committee of the United States Sen- 
ate stated that public welfare costs of the Post Office in 1955 totaled 5392.4 mil- 
lion. Included in this figure are millions of dollars of free service to other com- 
mercial businesses. Logic would dictate that the latter would be curtailed first. 

Third-class mail seems to be the victim because advertising matter constitutes 
a large percentage of mail in this category. By what standards can anyone 
eall advertising a villain when in truth it is the gas upon which mass production 
runs? 

With respect to my two publications there is a likely possibiilty that the Post 
Office Department actually handles them at a profit. My mailing cost, it is in the 
neighborhood of $50,000 a year. Our papers are all bundled by postal routes 
before they are sent to the post offices. This procedure saves the Department 
thousands of man-hours a year in sorting time. 

And who can say that the News Advertiser and the Rockville Advertiser do not 
render to the people of this area a greater service than that rendered by those 
countless trash magazines, filled with degrading stories of sex degenerates? 
The latter, it appears, will continue to enjoy postal subsidies while clean publica- 
tions like mine, will be barred. 

The Red Cross, the March of Dimes and many other charitable and civic 
organizations will attest that we have given generously of our space to their 
worthy causes. The local business firms, by their repeated use of our pages, 
testify that we are a valuable adjunct to their businesses. So, too, the 20,000 
individuals who place classified ads with us during the year. 

As I enumerate these facts a comforting fact looms large before me. I am not 
defeated in this fight. There are thousands among the 52,000 families who 
receive our papers each week who want to see us continue. I am taking this 
case to them and to our Representatives in Congress and others among my 
personal friends in the United States Congress. 

I must be well armed when I make my pilgrimage to Capitol Hill. You, our 
readers, can give me such ammunition. If you feel we render a service, may I 
ask you to do mea tremendous favor? 

Will you sit down right now and mail me a note or post card expressing your 
sentiments about this paper? I know this is a great deal to ask, but there is a 
great deal at stake. Several families are directly dependent upon these publica- 
tions for their livelihood. Many more, indirectly, printers, mailers, etc., are also 
affected. 

Those among you who read the News Advertiser should address your notes to 
the News Advertiser, Box 5884, Bethesda, Md. Those among you who read the 
Rockville Advertiser should address your notes to the Rockville Advertiser, 200 
Monroe Street, Rockville, Md. Remember, time is of the essence. 

All of us at both papers will be deeply grateful for your cooperation. 


Leo J. Paurin, Publisher. 


Mr. Pavurn. I appeal to my readers to express themselves with re- 
spect to the value of the publication so that I could make proper pres- 
entation to my Representative in Congress. The response was rather 
overwhelming. We received literally hundreds of letters of encourage- 
ment. I should like, if I may, to impose upon this committee’s valu- 
able time to quote a few excerpts from some of these letters. 


Chester H. McCall, 7101 44th Street, Chevy Chase, Md.: 


The entire community which the News Advertiser serves with so many bene- 
fits to everyone should rally behind your efforts to defeat this proposed third- 
class mail embargo. Call on me for anything I may be able to do to help. 
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David Scott, president, Montgomery County Players, Bethesda, Md. 
We are disturbed to hear that postal difficulties may hamper or curtail your 


worthy publication. It is the one medium that we feel effectively reaches our 
members and prospective members at the local] level. 


I bring the following in because they started business after we 
started business : 


Jessie Hilderbrand, executive vice president, Metropolitan Federal Savings € 
Loan Association, Bethesda, Md. 

The growth and progress of Metropolitan Federal is due in large part to the 
pulling power of the advertising placed weekly in the News Advertiser for the 
past 5 years. This fact has been verified by direct questioning of our customers 
when they contact our office for the first time. In addition to paid advertising, 
your publication has also made it a practice to carry items of religious, civic, 
and charitable organizations, which are vital to the well-being of any community. 
We need the services of the News Advertiser to insure our growth. 


This firm cannot afford the downtown dailies. We are the only 
medium that they can reach their people with. 
Robert 8. Taylor, 8710 Garfield Street, Bethesda, Md. 


As an advertiser and reader I will willingly testify that the News Advertiser 
is indispensable to this community. As a taxpayer and voter, I urge that the 
mails not be closed to you. 


This is from a housewife: 


Mrs. R. A. Williams, 4112 Ingomar Street NW., Washington, D, C. 

This little paper is helping us beat the high cost of living. We are a young 
couple with four children and we count on this paper to help furnish our home. 
The want ads have saved us a great deal of money. Please don’t stop it. 

There are a number of letters in the batch which we have here that 
are much stronger than those I have quoted and I merely quote them 
to demonstrate to this committee that these papers render a service 


and are wanted by the public. 

My firm pays the post office a minimum of $1,425 each week. Our 
papers are all delivered locally and we perform virtually all the work, 
with the exception of the actual delivery of the papers, before they 
are placed in the post office. Our own mailers presort the papers by 
carrier routes and when the papers are delivered to the local post 
offices, the carrier finds a bundle with his number and the first paper 
on that bundle is addressed to the carrier’s first stop. Thus, the han- 
dling of the papers by the post office personnel is reduced to such a 
point that the post office would have to show a profit. Under the 
proposed rate increase for third-class mail, or a minimum of 21% cents 
per piece, our mailing cost would jump to $2,375, or an increase of 
$950 per week. This, gentlemen of this committee, is far more than 
our weekly profit, and this is one small business, among thousands of 
others, which would be put out of business by such an increase. 

Let me at this point, if I may, give you a brief history of this small 
business which I head. I started my first paper from scratch on 
May 10, 1951, with a total invested capital of $1,000 which, inci- 
dentally, was not mine. In 1956 I acquired the Rockville Advertiser ; 
in 1957 I acquired the Silver Spring Advertiser. I now employ 17 
people with a payroll of close to $90,000 per year. In addition, we 
provide employment for approximately 30 other persons employed 
by our printers and our mailers. This growth, which came only 
through tremendously long hours and hard work, is the kind of suc- 
cess I have always been told is the American way of life. And this 
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is the business, gentlemen, which you will put out of existence by 
enactment of a disastrous increase to 214 cents per piece on third-class 
mail. This case history will be multiplied many, many times through- 
out the Nation. Should Congress accede to the demands of the Post- 
master General, an already depressed economic situation could, and 
probably would, take a toboggan ride down the hill of a real depres- 
sion. And the most widespread victim of a depression will be the 
small-business man, like myself, for whom both political parties swear 
undying love. 

In conclusion, Mr. Chairman, let me assure this committee that we 
do not expect any undue favors, but we do expect fair and just treat- 
ment in the matter of mail rates for our publications. Therefore, in 
view of the fact it costs the Post Office less to handle our papers than 
the postage we are now paying, we feel that an increase would be an 
unfair discrimination against us. 

We respectfully request that the Post Office be directed to conduct 
a cost ascertainment study of the handling of publications under the 
third-class mail category, taking into consideration the many routine 
jobs which we do for the Department. From the results of this study 
a realistic rate structure high enowgh to cover the cost of handling 
this type of mail could be established. For the immediate future, 
we respectfully request that the present bill be amended to create 
a special third-class section for publications which cannot qualify 
for second class because they have free circulation and their editorial 
content is restricted. The charge for handling this third class of 
mail should be the same as the present rate. As an alternative, we 
suggest that the 24-page minimum size on publications with less than 
24 pages, which now pay the third-class rate, be admitted. 

We do not seek a subsidy; we do not ask for your sympathy. We 


do ask that a realistic analy sis be made of the cost of handling our 
mail. 


Thank you. 

The Cuairman. How many pages do you publish ? 

Mr. Pavuiy. I publish from 6to18. It depends on the time and the 
market and so forth. My total postage bill is around $95,000 a year, 
because during the fall season we have bigger papers. The cost runs 
heavier. 

The Cuatrrman. Do you know anything about the workings of the 
post office? Do they have to employ any more personnel in order for 
them to get this $90,000 that you pay in postage / 

Mr. Pavran. I can’t answer that with my own personal knowledge. 
I know this: When we started putting papers out by addresses, instead 
of bringing a whole stack of papers to the post oflice and letting them 
sort them; when we arranged with the post oflice to send our mailing 
list to them, and they put them in order of the postal routes, the post- 
master or the super intendent of the Chevy Chase post office at the time 
told me that it saved him something like 26 man-hours a week in 
sorting the mail. The only cost that I can conceive, in addition, is 
whatever time it takes for the postman to go to every house instead 
of going just where he has first- and third- class mail. It should not 
be a great factor. 

The Cuamman. Are there any other questions? If not, we certainly 
thank you for coming before us this morning, Mr. Paulin. 
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Mr. Pauirn. Thank you, sir. 
The CuarrMan. Our next witness will be Mr. Ketcham. 


STATEMENT OF FRANK S. KETCHAM, GENERAL COUNSEL, BROAD- 
CASTING AND FILM COMMISSION OF THE NATIONAL COUNCIL 
OF CHURCHES OF CHRIST IN THE U. S. A. 


Mr. Kercuam. My name is Frank S. Ketcham. Iam an attorney 
engaged in the general practice of law in the State of New York and 
the District of ( ‘olumbia, with oflices at 1828 Jefferson Place NW., 
Washington, D. C. I am general counsel to the Broadcasting and 
Film Commission of the National Council of Churches of Christ in 
the U.S. A., upon whose behalf I am appearing today. 

The Broadcasting and Film Commission is a department of the 
national council which represents Protestant and Eastern Orthodox 
communions having a total membership of almost 36 million indi- 
viduals in the United States, Its function is to encourage the utiliza- 
tion of the mediums of mass communication by their constituency, to 
win converts, and to create good will among people of different beliefs. 

Church organizations and individual churches make great use of 
— filmstrips, recordings, and various other types of audiovisual 
materials in furtherance of their programs. More than 90,000 Protes- 
tant “ebighehen alone are equipped with sound projectors. Accordingly, 
Protestants view with concern any unnecessary infringement upon the 
free flow of audiovisual materials among churches. 

Section 107 of the bill as it passed the House contains a new pro- 
vision, subsection (e) (3) on page 10, which we feel may unjustifiably 
interfere with the use of the mail by churches in distributing or utiliz- 
ing audiovisual materials. This would require public libraries, organ- 
izations, or associations to furnish to the Postmaster General evi- 
dence of their nonprofit status before they may use the library-books 

rate for shipment of films and other audiovisual materials. Church 

organizations and individual churches would be included in these 
categories. No such permit or authorization is required for the ship- 
ment of audiovisual materials under legislation which was approved 
by your committee, enacted in 1953, and presently in effect. 

We have made inquiry of the Post Office Department as to its 
impression of the effect of the application of the new provision upon 
the mailing of audiovisual materials by church organizations and 
individual churches. In this regard, I addressed a letter on April 
10, 1957, to Chairman Murray, of the Committee on Post Office and 
Civil Service of the House of Representatives, which Mr. Murray 
kindly transmitted to the Post Office Department for information. 
Under date of April 22, Mr. Edwin A. Riley, Director, Division of 
Mail Classification, commented upon my letter to Chairman Murray, 
and stated that— 

We do require organizations to file a simple application with the postmaster 
where mailings are to be presented. The purpose of the application is pri- 


marily to establish that the organization is entitled to the special mailing 
privilege. 


In effect, Mr. Riley is stating that there is presently in use an appli- 
cation or permit system. 
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The views of Mr. Riley seem to be at variance with the views of 
the Post Office Department, as expressed by N. R. Abrams, Assistant 
Postmaster General, in a letter dated August 27, 1953, to the National 
Audiovisual Association, Inc., in which Mr. Abrams stated that— 
It is not required that mailers obtain special authority or a permit to mail 
16-millimeter films and related materials mentioned in the law at the pound 
book rates embodied in sections 34.83 and 34.84, Postal Laws and Regulations. 
The endorsement “Sec. 34.83 (e), P. L. & R.,” or “Sec. 34.84 (h), P. L. & R.,” 
whichever is applicable, is considered sufficient identification, except that 
parcels containing such materials mailed under section 34.88 (e), Postal Laws 
and Regulations, shall show the sender or the addressee to be an organization 
or association in the nonprofit categories stated in the law. 


So far as I have been able to ascertain, the views expressed by 
Mr. Abrams, set forth above, correctly express the policy of the 
Post Office Department with respect to the mailing of audiovisual 
materials by church organizations and individual churches. 

By letter dated April 29, 1957, I inquired of the House committee 
concerning the apparent discrepancy between the views of Mr. Riley 
and Mr. Abrams, and received the following reply from Mr. Riley, 
dated May 8, 1957. 


There has been referred to me for attenticn your letter of April 29 addressed 
to the Committee on Post Office and Civil Service regarding section 107 (3) 
of bill H. R. 5836. 

In your letter of April 10, 1957, you suggested that, under provisions of the 
section referred to, this Department may employ a permit system and require 
individual churches to apply for permits to mail at the special rates prescribed 
in the bill. We have no intention of using a permit system if the proposed 
legislation is adopted. 

Bill H. R. 5836 proposes to extend the exceptionally low rates to a greater 
number of articles, and removes distance limitations now in effect. These 
rates would not be limited to churches and church organizations. The organiza- 
tions authorized to mail under its provisions will, undoubtedly, realize a sub- 
stantial saving in postage. It is obvious that legislation extending special 
privileges to specified groups should also prescribe a means by which it may 
be administered. Certain regulations will probably be desirable for the pur- 
pose of protecting postal revenues. I am sure you would want to have the 
interests of the group you represent protected from abuses by unauthorized 
persons or organizations. 

There would be no good reason to set up an elaborate and costly system to 
administer the legislation in question, and we do not propose to do so. 


I must confess that I am unable to advise the Broadcasting and Film 
Commission as to the procedures, if any, the Postmaster eid in- 
tends to follow in carrying out the new provision. 

It does seem to us that the enactment of subsection (e) (3) is un- 
necessary, Whatever its meaning may be. An application or permit 
system could be justified only if it could be shown that a substantial 
number of organizations not authorized to use the nonprofit rate are 
at present making use of it, and that such system, if utilized, would 
cost less to administer than what its administration would save the 
Government. Such is not the case here. We know of no instance 
of abuse of the privilege of the nonprofit rate, and the Postmaster 
General has shown no evidence of such abuse to justify a change in the 
present Jaw. 

There is no question that a permit system would create a great bur- 
den upon individual churches because of its cumbersome and compli- 
cated nature. Films are distributed on a closely scheduled basis. If 
the delivery of a film is delaved while the local post office checks on 
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the recipient’s nonprofit status, the shipment may be delayed for sev- 
eral days, causing the next church to lose out. 

We point out the churches authorized to use the library-book rate 
are clearly identified by the address or the return address on the ship- 
ments themselves. If there should be any use of this rate by persons 
not authorized to use itand, as I stated above, we have heard of no 
such case under present law—the Post Office Department may take ap- 
propriate legal action. 

It is clear that any shipment of films which might incorrectly have 
been sent at the library-book rate would, in any event, be eligible for 
shipment at the regular book rate, which, I am informed, would aver- 
age only 7 cents more per shipment. With this in mind, it is difficult 
to see how any system of permits would recover the Government 
enough to pay the costs of its administration. 

In view of the foregoing, we believe that the new provision is unrea- 
sonable and suggest that it be striken from the bill. Neither its need 
nor its method of utilization have been established. 

The Cuarrman. Thank you for calling this to our attention, Mr. 
Ketcham. We will look into it. 

Senator Cartson. That is the only reason for the registration of it. 
Our committee certainly in the past has not even suggested it. 

The Cuarrman. We haven't been advised of any. Have you, Sena- 
tor? 

Senator Cartson. No. 

The Cuarrman. Have you, Mr. Ketcham ? 

Mr. Krercuam. No, sir. 

The CuHatrman. We would be glad to know of it if you have. 

Our next witness will be Mr, Dan Lacy. 


STATEMENT OF DAN LACY, MANAGING DIRECTOR, AMERICAN 
BOOK PUBLISHERS COUNCIL 


Mr. Lacy. Mr. Chairman, I am Dan Lacy. I am managing di- 
rector of the American Book Publishers Council, which has its princi- 
pal office at 24 West 40th Street, New York, N. Y. 

The council is the trade and professional association of general 
book publishers, publishers of books other than textbooks and en- 
cyclopedias. Our 147 members include practically all of the well- 
know general publishers, such as Harpers, Macmillan, and Double- 
day, as well as a number of university presses, publishing affiliates of 
religious denominations, book clubs, and publishers of inexpensive 
paperbound books. 

I am also testifying today in behalf of the American Textbook 
Publishers Institute of 432 Fourth Avenue, New York City, which 
is the general association of publishers of textbooks for school and 
college use and of encyclopedias and other reference works, and in- 
cludes nearly all publishers of those types. Between these two or- 
peeeen they represent comprehensively the book publishing in- 

ustry of the country. In order to conserve your time we have dis- 
couraged individual publishers from coming down with what must be 
substantially repetitive testimony. 

I believe we have some realization of the difficulty of the problem 
confronting this committee and the Congress in connection with postal 














504 POSTAL RATES 





rates. On the other hand, there is a large, if undefined, postal deficit 
and a postal system which greatly needs capital improvements and 
modernization for efficient operation. 

On the other hand, the raising of postal rates will have a major 
impact upon certain types of business and equally important on the 
educational, civic, and cultural life of the country. The problem 
before you is not a simple question of whether postal rates should be 
raised, but the far more difficult question of which specific rates might 
be raised and by how much. The Postmaster General, who is faced 
with a very serious responsibility, has naturally tended to see this 
problem as simply one of postal revenue and to imply that the specifics 
in the bill and the question of postal policy are matters of relatively 
unimportant detail. 

But the Congress has a broader and more difficult responsibility 
of bringing into balance all the many aspects of postal rates and not 
merely that of revenue : alone. 

Obviously some action is necessary. Though our testimony will 
be directed specifically to section 107 of the bill now before you, which 
deals with the book rate, let me say here that we believe that a postal 
rate bill should pass, providing substantial increase in revenue from 
first-class mail, which, as the Department’s own proposals and the 
experience of postal services abroad both indicate, is the only realistic 
source of major revenue. Publishers, like all businessmen, would of 
course bear an important share of this increase. We believe that the 
bill should contain some specific provision—like the imaginative pro- 
posals submitted by Senator Johnston and Senator Carlson—for de- 
voting adequate sums to modernization, research, and development as 
the only long-run solution. 

Because second-class and third-class mail are so intricately related to 
the structure of business in this country and so indispensable to the 
diffusion of information, we would hope that increases in these classes 
would be confined to any found indispensable and practical after a 
sober and conservative analysis of their impact on the total economy 
and on the processes of public information in this country. And for 
reasons we shall give, we believe there should be no increase in the 
book rate. 

A great deal of the difficulty in ratemaking comes from the fact that 
the various legal classes of mail, set up many vears ago, no longer cor- 
respond accurately to the real differences either in the problems of 
handling various kinds of mail or to the function of the different 
kinds of mail in our society. Materials of very different kinds are 
embraced in the same rate: For example, third class includes not only 
direct-mail advertising essential to many businesses but also much 
mail of nonprofit organizations carried at an especially low rate, and 
seeds, pamphlets, and merchandise weighing less than 8 ounces. On 
the other hand, materials of substantially similar character may be 
in two different classes. Reading matter, for example, may be in 
second class or in fourth class, with widely varving rates, depending 
on such essentially irrelevant factors as periodicity and binding. This 
in itself creates many inequities and presents many problems of rate- 
making. 

For example, because commercial third-class mail is classed with 
nonprofit third-class mail, any effort to make the class as a whole 
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return 100 percent or any other fixed percentage of cost would require 
commercial third-class mail to return a much higher proportion. 
One essential to rational postal ratemaking, it seems to us, is a care- 
ful study of postal classification looking into the reclassification of 
mail into groups and subgroups that really have the same character, 
present the same problems, and are entitled to the same rates. 

One of the most difficult problems arising from such inconsistenc ies 
in classification is that of fixing proper rates for reading matter. 
Since 1879 it has been a matter of continuing concern to the Cc ongress 
that the postal system should be a means of giving all Americans a 
prompt, inexpensive, and equal access to informational and educa- 
tional materials. 

Legislation creating the second-class reading-matter rate came at a 
time when the rapid western expansion of our country and the after- 
maths of civil war made it acutely necessary that bonds of common 
information and understanding be created to unite our country and 
that citizens everywhere have a better opportunity to inform them- 
selves of the problems of a new industrial age. It came also at a time 
when the completion of the national railroad network and the ad- 
vanced development of high-speed printing presses opened new oppor- 
tunities for the printed word to reach promptly and equally through 
out the country. 

Few acts of Congress have had their wisdom more abundantly con- 
firmed. Never before in histor y has a nation so large, with so diverse 
a population newly brought together from all corners of the earth, 
a te to unite itself in a free soc iety. And yet I believe that no 
nation has better shown its ability to work together in free and volun- 
tary unity. No small part of this success has come from the national 
network of publications—supplemented in recent years by broadcasts 
—reaching into every city, hamlet, and farm across the country, and 
giving every American the basis for a common understanding of fun- 
damental national problems—a network whose growth was only made 
possible by the congressional foresight expressed i in the provision for a 
special flat rate for reading matter. 

It is of the essence of the postal rate for reading matter that it is a 
flat rate, a uniform national rate. Persons of means who live in the 
large metropolitan areas of the East have relatively abundant access 
to informational, educational, and cultural opportunities, whatever the 
postal arrangements. The point of the reading-matter rate is that it 
equalizes—insofar as it can—this opportunity as between the citizen 
of Oregon and the citizen of New York, between dwellers on remote 
farms and residents of large cities, and between one-room rural schools 
and urban school systems. Gener: ally speaking, the reading-matter 

rate has historically been more than enough to recapture the full cost 
of carriage of publications to residents of eastern cities, the area of 
primary ¢ -ommercial distribution. 

When there have been losses in the reading-matter rate they have 
come from a national determination that citizens and schools and 
children everywhere, in rural areas and more distant States to which 
delivery is more expensive, should be given an equal access to informa- 


tional, educational, and cultural materials they need for their develop- 
ment. 
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Because of definitions relating to binding and periodicity, however, 
one of the principal forms of reading matter and one of the truly basic 
educational and cultural resources of the country—books—did not fall 
within second-class mail as defined in law and, from the initiation of 
the second-class rate until in 1938, books suffered from an acutely dis- 
criminatory postal treatment. I think it is not too much to say that in 
a country as large as ours, in which transportation charges figure so 
importantly in distribution, the long disparity in postal rates on books 
as contrasted with magazines and newspapers is an important reason 
why Americans, who are the world’s greatest magazine and newspaper 
readers, lag far behind other advanced countries as book readers. 

The arbitrary character of this disparity in rates on reading mat- 
ter was recognized in 1938, when the book rate in fourth class was 
placed at the same level—then 1.5 cents per pound—as the second-class 
rate for editorial content; and for several years these rates were 
identical. 

Beginning during the war, however, and for several years thereafter 
the book rate, because it was a part of fourth class, was subjected to a 
number of increases not applied to reading matter that fell into sec- 
ond class. Asa result, the book rate was increased between 1942 and 
1950 by nearly 300 percent, to 8 cents on the first pound and 4 cents 
a pound thereafter. 

At that time, as you may remember, when the Post Office Department 
contemplated still another drastic increase as a part of parcel-post 
adjustments, the Congress intervened, removed the book rate from the 
jurisdiction of the Postmaster General and the Interstate Commerce 
Commission and has subsequently retained it at its present level. Since 
1942 the book rate, because of its lodgement in fourth class, has nearly 
quadrupled, for a total increase of about 4 cents a pound, while the 
second-class rate generally aplicable to reading matter has been in- 
creased by 30 percent, or less than half a cent a pound. 

This reintroduction of an acute disparity in reading matter rates is, 
we submit, merely the arbitrary consequences of definitions in classi- 
fications based on physical format. It has no basis either in cost figures 
or in social functions. Because they travel in larger packages, books, 
per pound, are substantially cheaper to handle than other forms of 
reading matter. And surely reading matter in book form, including 
all the textbooks in our schools, is not less important to the informa- 
tional, educational, and social needs of the country. The long-run 
solution of the reading matter rate problem calls for a redefinition of 
postal classes that will eliminate any arbitrary differences of treatment. 

Meanwhile, however, this committee faces the necessity of doing 
something now with the bill before it without the opportunity of imme- 
diate general revision of classification. Among the many decisions 
it must make is whether to recommend approval of the Post Office 
Department’s request for yet another increase in the book rate that 
will average an additional nearly 114 cents a pound. This is an in- 
crease substantially larger in cents per pound than that requested for 
any other form of reading matter, and is intended to go into effect 
immediately rather than over a period of years as in the case of other 
reading-matter increases. If enacted, it would substantially increase, 
rather than decrease the inequitable treatment of books in comparison 
with other reading matter with which they are often directly competi- 
tive. 
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It should be emphasized that by the Post Office Department’s own 
standards, this increase in the book rate is not necessary for books to 
pay their fair share of postal costs. You will recall that in the Post 
Office Department’s testimony supporting the postal rates bill in the 
84th Congress which set forth the percentage of allocated costs the 
Department believed should be recovered in revenue from various types 
of mail, 50 percent was set up as the goal for reading matter. Though 
magazines and newspapers are below this figure, largely because of 
the costs of delivery to rural and distant areas, books now pay approx- 
imately 60 percent of allocated costs. 

Nor does the Department claim in the present bill that an increase 
in the book rate is required to produce an adequate return. The 
sole justification it advances for the requested increase is that it is 
needed to offset the loss of revenue anticipated from certain other 

rovisions in section 107. These other provisions would extend the 

ook rate to unbound musical scores—which now enjoy that rate 
only when bound—to educational tests, and to authors’ manuscripts 
and would remove some minor quirks in the present interlibrary loan 
rate. The Department has estimated the annual loss of revenue from 
these minor adjustments at $5 million and on this and this alone 
bases its request for a 25-percent increase in the book rate, which 
would produce an additional $5 million. 

We submit that this argument is both unsound in principle and 
not factually accurate. As to principle, why should the correction 
of existing inequities in the postal classification structure for educa- 
tional tests, musical scores and manuscripts, desirable as this correc- 
tion is, be used to load additional costs on the consumers of books 
and educational films? 

On the question of fact, we believe that the estimates of the Post 
Office Department on revenue losses which would result from these 
provisions have no factual:basis and are grossly exaggerated. The 
addition of these materials stems from section 1 of the bill S. 1292 
which was introduced in the 84th Congress by Senators Johnston and 
Carlson and passed the Senate on June 29, 1955. The bill failed of 
action in the House and was reintroduced in the 85th Congress on 
January 9, 1957, as S. 387 by Senators Johnston, Carlson, and 
Neuberger. 

Senator Johnston at one point during this period wrote to various 
library, educational, and music organizations which had been sup- 
porting these bills and received from them careful estimates of sav- 
ings on postage which would result, largely to schools, churches, and 
libraries, from these reclassifications, On March 16, 1956, Senator 
Johnston sent these organizations a letter summarizing the results 
of these inquiries about the cost of the bill and I have here a copy 
of one of these letters sent to the Authors League which I should like 
with your permission to have inserted in the record at this point. 

According to Senator Johnston’s compilation the total amount of 
postal revenue which would be lost under the changes in these earlier 
bills and in section 107 of H. R. 5836 as passed by the House was 
$1 million a year, not the $5 million in the totally unsubstantiated esti- 
mate offered by the Post Office Department. 

We submit that there is no rational basis for the proposed 25- 
percent increase in the general rate on books and educational films. 
To summarize: 

21528—58——33 
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1. The book rate has already been raised over 300 percent since 
1942—a much larger percentage of increase than for any other single 
postal rate. 

2. The book rate—which averages out to more than 5 cents per 

ound—is already much higher than the comparable rate for read- 
ing matter in newspapers and magazines under second-class mail, 
which is now 1.95 cents per pound. 

3. The book rate in the fiscal year 1956 brought in about 60 percent 
of its fully allocated cost—roughly 3 times the percentage brought 
in by the second-class mail category considered as a whole. 

4. The Department’s argument for raising the book rate by 25 
percent because of the reclassification of certain other educational and 
cultural materials is unsound both in principle and with respect to 
its factual basis. 

5. With the present concern of the American public, the Congress 
and the administration about the improvement of education, this 
would seem to be no time to restrict the circulation of books and edu- 
cational films, two of the basic and indispensable tools of education. 
Surely now if ever we need to be concerned rather with using the 
powerful instrument of the postal service to encourage education and 
wider public information in every proper way. 

Section 107, dealing with the rates on books and other educational 
and cultural materials, contains two provisions. One of them would 
enact into law the provisions of the Johnston-Carlson bill that you, 
Mr. Chairman, and Senator Carlson introduced in the preceding 
Congress in the past and that passed the Senate but failed of action 
in the House, and the Post Office Department has now presented in 
this bill that measure which would admit to book rate certain ma- 
terials presently in the first and fourth classes. These would include 
authors’ manuscripts and unbound musical scores which now get the 
book rate only if they are bound. It would include educational] tests 
of a sort that we are now trying to encourage for wide use for the 
recognition of talent. Those now go at third or fourth class if they 
are unscored ; first class if people have marked on them. They would 
get the book rate for those texts. 

The bill would also admit certain material to the inter-library book 
loan, a special low rate for interlibrary loans. That is now applicable 
only to books, and only if the 2 lending libraries are in the same 
State or less than 300 miles apart. This would provide that whatever 
library lends a bound volume of a periodical, or typed academic 
thesis, it could go at this rate, and if you wanted to es from a 
library that was in the next State or 301 miles away you would still 
get the interlibrary loan rate. 

With regard to these particular materials the book-publishing in- 
dustry is not affected by them. They don’t benefit us but we think 
they are desirable. They are rational, they are reasonable, and we 
would like to see them enacted. 

The other part of this section would increase the present general 
book rate from 8 cents on the first pound and 4 cents on succeeding 
pounds to 10 cents on the first pound and 5 cents on succeeding 
pounds, an increase of 25 percent. 

Senator Cartson. Would there be any increase in weight? What 
is the present exemption ? 
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Mr. Lacy. There is a present exemption on books for the various 
weight limits, depending on the post office sizes and distance, and book 
ackages now go up to 70 pounds. This is extremely important, Mr. 
hairman. The bill does not propose to interfere with the weight 
limit, primarily because textbook shipments to small rural schools 
would be very difficult to handle in any other way than by mail. 

The Cuatrman. That is the only practical way to get it to them? 

Mr. Lacy. Yes, sir. If you had to break packages up into small 
shipments it would add greatly to the cost and difficulty and would be 
a nuisance to the Post Office Department. 

We hope very much that the committee will not recommend the 
approval of this increase in the book rate for three reasons. One is 
that we think, as some of the other witnesses have already mentioned, 
it is inequitable as compared to the postage rates on other forms of 
reading matter. 

The second reason we oppose it, sir, is that it isn’t necessary to de- 
fray what the Post Office Department has indicated is a fair propor- 
tion of the cost. You may remember in the postal bill submitted to 
the 84th Congress the Department indicated that it thought a fair 
return on reading matter, considering its handling and considering 
its social function, would be 50 percent of the cost of carriage. 

The books now repay something like 60 percent of the cost of car- 
riage. They are already paying more than the Post Office Depart- 
ment itself has felt was an equitable return for the transportation of 
reading matter. 

I think the Department itself recognizes the force of both of these 
arguments, and it has not sought to justify the increases requested in 
this bill on the basis that more return from books are necessary to 
meet a fair proportion of the cost of carriage. 

Instead, they have said—and this is the sole justification for the 
reauested increase—that the additional cost to the Department of the 
provisions of the Johnston-Carlson bill portion of this, would be $5 
million, and hence they need to raise $5 million additional revenue 
to offset it. I think this is wrong in principle. I see no reason why 
our particular industry should be charged with the whole cost of bene- 
fits from another section which are of no particular benefit to it. But 
quite apart from principle, I would like to take, if I may, just a 
moment to look into the Post Office Department claim that the pro- 
visions of this amendment that you and Senator Carlson had orig- 
inally sponsored would be $5 million a year; and the fact that I am 
able to do this, sir, is entirely due to you and the committee having 
looked into this question 2 years ago and having prepared some fig- 
ures. And the figures I quote will be from the committee’s own find- 
ings on that, which I believe have never yet actually been read into 
the official record. 

The Post Office Department estimated that allowing marked educa- 
tional tests—these tests in our schools, objective educational tests, 
to discover new talent—letting that go by book rate instead of first 
class and letting authors’ manuscripts go at that rate instead of first 
class, would cost $1,300,000. They were just guessing but as a matter 
of fact it is fairly easy to find out how much it really would cost be- 
cause the educational testing authorities know exactly how many 
marked educational tests go through the mail. And, as a matter of 
fact, the total loss of revenue to the Post Office Department by remov- 
ing these educational tests from first class to fourth class—to the book 
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rate and fourth class—would be $88,000 a year. You have to esti- 
mate a little on authors’ manuscripts because there is no exact count. 
But a very generous estimate made by the Authors’ League was 
$250,000. So those 2 categories cost $338, 000 instead of the $3, 800,000 
the Post Office Department estimated. 

In the second place, the Post Office Department estimated that allow- 
ing bound typed masters and doctors’ theses in university libraries to 
be sent from 1 library to another, book rate instead of first class, 
would cost it $350,000. Again this was a guess, but it was easy to 
find out because libraries keep an exact record of how many of those 
are shipped, and as a matter of fact very few go first-class mail be- 
cause no library can now afford to do it. They send them Railway 
Express, and the total postal revenue that might be subject to loss 
is well — $20,000. And a careful estimate of the probable loss 
is about $5,000 instead of the Post Office Department’s estimate of 
$350,000. 

Turning to a third point, the Post Office Department estimated that 
removing “the geographical limits on interlibrary loan rates—that is, 
allowing the library to borrow from a library anywhere in the United 
States instead of merely in the same State or within 300 miles—would 
cost: it $950,000. It is interesting how the Department reached that. 
They made the assumption that there were 5 million interlibr ary loans 
that went beyond this 300-mile limit. They could have found out by 
asking, as you did, Mr. Chairman, how many there are. Asa matter 
of fact, the total of all interlibrary loans, wherever they go, is less than 
half a million. It is less than one-tenth the Post Office “Department’s 
estimate of interstate loans. And a very careful and precise estimate 
of the loss here is about $65,000. 

It is very clear, Mr. Chairman, from yours and the committee’s 
analysis of this problem that the total losses from the provisions that 
vou and Senator Carlson sponsored would be approximately $1 mil- 
lion a year. That, I may say, is a very generous estimate, It con- 
trasts to the Post Office Department’s figure of $5 million, which is 
the only justification offered for the increase in the book rate. 

Mr. Chairman, -you embodied these conclusions in a letter to the 
Assistant Postmaster General, of which you sent a copy to the Au- 
thors’ League as one of the participating organizations and from whom 
I derived a copy. If you think it proper ‘T would like very much to 
see this letter of yours introduced into the record of these hearings. 

The CaarrMan. Without objection, it will be entered in the record. 

(The letter follows :) 

Unttep States SENATE, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
March 15, 1956. 
Hon. ALBERT J. ROBERTSON, 


Assistant Postmaster General, 
Past Office Department, Washington, D.C. 


DeaR Mr. Rorwertson: This is with further reference to your letter of Novem- 
ber 8, 1955, giving a breakdown of the Department’s estimates of annual revy- 
enue losses under S. 1292 and H. R. 5139 and 5142 as introduced. You will recall 
that your letter of November 8 was in response to my request, first made on 
August 4, for supporting data on the Department’s $5 to $10 million revenue loss 
estimate presented in the House hearings on these bills on July 13, 1955. In 
acknowledging your letter of November 8 I mentioned that I would have some 
further comments to make at a later time. 

I have now completed some additional inquiries which show the following 
comparisons between the Department’s estimates and those from other sources: 
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1. Sec. 204 (d) : Marked educational tests and author’s manuscripts: 

Department estimate on matter which now pays Ist-class rate— 

assumed increase of 21%4 percent in the present total volume at 

book rate or 8.8 million pounds at a loss of 43 cents per 
pound 

Estimates prepared by the Conference of State Testing Leaders 
on marked educational tests ($88,000) and the Authors’ 
League on authors’ manuscripts ($250,000) 

2. Sec. 204 (d): Printed music and unused educational tests : 

Department estimate on matter which now pays parcel-post 
rate—assumed increase of 244 percent in present book rate 
volume or 8.8 million pounds at 6 cents loss per pound 

Bstimates of Music Educators National Conference on sheet 
music presented in the House hearings ($420,000) and of the 
State Testing Leaders Conference on unused educational tests 
($125,000) 

3. Section 204 (e): Admitting bound academic theses to the library- 
book rate: 

Department estimate on loss of revenue on matter paying first- 
class rates—assumed 214-percent increase in present library- 
book volume or 192,500 shipments, 770,000 pounds, at 46 cents 
TRA a LE ee AS ee ee -.. 350,000 

Estimate of the American Library Assoc iation based on a survey 
of the volume of interlibrary loans of academic theses and the 
fact that over 95 percent of interlibrary loans of theses are 
now shipped by express 5, 000 

4. Section 204 (e): Admitting bound volumes of periodicals and 
miscellaneous library materials to the library-book rate: 

Department estimate on matter now paying parcel post rate— 
assumed 2'4-percent increase in present library-book rate 
volume or 770,000 pounds at 9.5 cents loss per pound 

American Library Association estimate based on a survey meas- 
uring present volume and the extent to which express is now 
weed 207 thence elipmentc dices bls i tinlnanesieees 

5. Section 204 (e) : Removal of the geographical limit on the book rate: 

Department estimate based on assumption of 5,000,000 shipments 
of 6 pounds each at a loss of 19 cents per shipment 

American Library Association estimate based on sample survey 
plus U. 8S. Office of Education data from regular nationwide 
library-statistical surveys showing that the total number of 
interlibrary-loan shipments is now only about 440,000 per year 
(including loans within the present geographical limit and 
academic theses, already counted above), 300,000 shipments 
at loss of 22 cents per shipment 

6. Section II of the bill: International rates: 

Department estimate based on cutting all international rates on 
newspapers, books, periodicals, etc., by 50 percent even where 
such rates are now very favorable, such as the 1 cent for each 4 
ounces rate On newspapers and periodicals to Canada and the 
domestic 8th zone rate plus 3314 percent on newspapers and 
periodicals to Latin America 

On this item your letter of Nov. 8 admitted that this estimate was 
too high if the congressional intent was only to reduce the 
general printed matter rate to %4 of its present standard level 
of 12% cents per pound, or to about 6% cents per pound, and not 
to cut below this figure. The Department has indicated its in- 
ability to provide a revised estimate for this section but on the 
basis of the data which the Department has supplied a figure of 
$1,000,000 would seem more accurate 

Adding up the totals above provides the following figures : 

Department estimates 

Estimates from other sources: 

Domestic provisions of the bill 
International provisions of the bill 
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In summary, the Department’s estimates, which seem to be based on assump- 
tions about increases in mail volume in various categories—and in the case of 
the international mails, a misunderstanding of congressional intent—are over 
four times as high as the estimates of responsible organizations based upon the 
actual facts of distribution of these various educational and cultural materials. 
Many of these same organizations supported the law enacted in 1953 giving the 
book and library-book rates to educational audiovisual materials, and their esti- 
mates of revenue losses under that act have proven to be quite conservative— 
slightly over $3 million annually as compared with the figures shown in the 
Department's cost-ascertainment reports, which show an increase in the Joss 
under the book rate and library-book rate combined of $2,250,000 from the 
fiscal year 1953 before the enactment of the bill to the fiseal year 1955 which 
reflects a full year’s experience subsequent to the effective date of the act. It 
seems to me that the Department might exercise more care in presenting estimates 
of this type to the Congress, and at least make an effort to utilize existing statis- 
tical data—as for example in this case the library statistics surveys of the 
United States Office of Education. 
Sincerely yours, 
OLIN JOHNSTON, Chairman. 

Mr. Lacy. In conclusion, I want to say that it seems to us that a 

’ J 
further increase in the book rate which has already been increased 
over 300 percent in the past 15 years, far more than any other postal 
rate, is unjustified in terms of equity, as compared with other reading 
matter rates; it is unnecesary for revenue, and is not supported by the 
Post Office Department’s argument of additional losses from other 
parts of section 107. 

Senator Caruson. Forgetting the equity side of it as between the 
various rates, what other method would they have to send books by ? 
Express ? 

Mr. Lacy. A very high proportion of all book shipments go by truck, 
where there are relatively large shipments and where they are between 
large cities. The trucks find that they make money quite handsomely 
on book-carriage rates that are large for that type of big-city shipment. 
But there is no other way to get small book shipments of 1, 2, or 3 books 
anywhere, and there is no other way to get any kind of book shipment 
into rural areas. There is just no other way than mail to get books 
to a rural school; there is no other way for a book club to distribute 
books; there is no way to send a small bookstore 3 books that it has 
ordered. There is no way to send an individual professor in a uni- 
versity who has ordered a book from a university press. 

Senator Cartson. Thank you. 

The Caatrman. Are there any other questions? 

There appears to be none. Thank you for appearing before us today, 
Mr. Lacy. 

Our next witness is Dr. William G. Carr. 


STATEMENT OF DR. WILLIAM G. CARR, EXECUTIVE SECRETARY 
OF THE NATIONAL EDUCATION ASSOCIATION 


Dr. Carr. The National Education Association is a voluntary or- 
ganization of more than 600,000 members of the teaching profession. 
Affiliated with the NEA are 66 State and Territorial education asso- 
ciations and 5,50 local education associations. The combined member- 
ship of the NEA and its State and local affiliates is 1,100,000 teachers, 
principals, supervisors, superintendents, and members of college and 
university facilities. 
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The interest of the NEA in a bill like H. R. 5836 is twofold. First, 
as a matter of policy, the association believes there are important educa- 
tional benefits that arise from the fact that low-cost postal service is 
available to educational institutions and organizations. This policy 
was recently reaffirmed in Resolution No. 23, adopted by the representa- 
tive assembly of the NEA in its annual meeting held in Philadelphia, 
Pa., in July 1957, and reads as follows: 

The National Education Association urges Congress to continue the longstand- 
ing policy of assigning educational and cultural materials a special postal classi- 
fication. It supports legislation to broaden this classification to assure educational 
institutions the full benefit of low-cost postal service. 

In this connection, the association reminds the committee of the 
chapter on educational use of the mails which was prepared by the 
NEA division of legislation and Federal relations for inclusion in the 
study entitled “Postal Rates and Postal Policy of the Post Office 
Department” (S. Rept. 1086, 83d Cong.). 

Secondly, the NEA and its affiliated State and local associations are 
nonprofit organizations and hence enjoy some preferential rates for 
second- and third-class mail. In this connection we are pleased to 
note that H. R. 5836 does not propose any increases in the special 
second- and third-class rates for nonprofit organizations. 


SECTION 107, RATES ON EDUCATIONAL AND CULTURAL MATERIALS 


Title I of H. R. 5836 proposes rate increases which, in the opinion 
of the Post Office Department, would help to bring into balance postal 
revenues and the cost of carrying the mail. Although we believe that 
the post office is a public service and not a business, we recognize the 
need for some increases in postal rates where it can be shown that the 
cost of a given postal service is much in excess of the revenues derived 
from that service and no clearcut public interest in a preferential rate 
can be shown. We question, however, whether this is the case with 
respect to the rate on books and educational films. Section 107 of the 
bill proposes to increase this rate by 25 percent by 2 cents on the first 
pound or fraction thereof and 1 cent on additional pounds. 

Last year this committee reported a bill which caried a considerably 
smaller book rate increase in it. The Post Office Department has in- 
dicated that this 25 percent increase will bring in an additional $5 
million in annual revenue. It also stated that broadening the book and 
library book classifications to include additional educational and cul- 
tural materials would result in about the same annual revenue loss. 
This, too, we question, in view of the fact that the testimony before 
this committee in connection with S. 1292 in the 84th Congress indi- 
cated that broadening of the classification for educational and cul- 
tural materials would not only encourage a wider use of the mails for 
sending of these materials but would result in a revenue loss of not 
more than $1 million. 

H. R. 5836 ——— no increase in the library book rate. We there- 
for respectfully request the committee to amend section 107 of the 
bill so as to retain the present general book and educational film rate at 
its current level of 8 cents on the first pound and 4 cents on additional 
pounds. 
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RECLASSIFICATION OF EDUCATIONAL MATERIALS 


The association is glad to see that H. R. 5836 includes in section 107 
many of the provisions of S. 387, introduced by Senators Johnston, 
Carlson, and Neuberger, members of this committee. This was the 
bill to readjust the classification of certain educational and cultural 
materials sent through the mails. 

Section 107 of H. R. 5836 would amend sections 204 (d) and (e) 
of the Postal Rate Provision and Federal Employee Salary Act of 
1948 to include in the book-rate sheet music and test materials as well 
as manuscripts for books, periodical articles, and music. The library 
book rate would similarly be extended to include sheet music, bound 
volumes of academic theses and other library materials in the form 
of photographs or unpublished manuscripts. 


MAILING PERMITS 


Section 107 also continues the special rates accorded audiovisual 
materials by the Carlson-St. George Act of 1953—Public Law 141, 
83d Congress, The association notes, however, that paragraph (3) of 
the new section 204 (e) proposed by H. R. 5836 would require the use 
of a permit for the mailing of audiovisual materials to or from schools, 
colleges, or universities or public libraries and nonprofit organizations 
or associations. We call the committee’s attention to the fact that 
the Carlson-St. George Act does not require a permit for this purpose 
and that section 135.9 (b) of the Postal Manual explicitly states that 
no permit is required for mailing of educational films and other audio- 
visual materials to or from nonprofit organizations or schools and 
libraries. We question the necessity for requiring the use of a permit 
for the mailing of educational films and audiovisual materials at the 
library-book rate in the absence of any showing from the Post Office 
Department that there has been any abuse of this privilege. 

Indeed, we wonder whether it is necessary to continue the practice 
of requiring a permit for any mailings under the library-book rate, 
since the Post Office Department can easily satisfy itself as to whether 
an organization is or is not organized for profit simply by checking 
with the Internal Revenue Service of the Treasury Department. We 
believe the Government is already amply protected by existing statutes 
against fraudulent use of the mails from any unauthorized use of 
the library-book rate. 

We, therefore, recommend that the proposed section 204 (e) (3) be 
dropped from section 107 of the bill under consideration. 


POSTAL POLICY 


With regard to title II of the bill, the association agrees, in general 
with the findings suggested in section 202, especially with paragraph 
(4). With regard to section 203 (c) (3), proposing that postal services 
which have a public-service aspect be administered as a charge on 
the general fund of the Treasury, we call attention of the committee 
to page 230 of Senate Report 1086, 83d Congress, to which reference 
has already been made. 

On that page appears this recommendation : 
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It is recommended that the Post Office Department be required to report 
separately on the cost of transporting mail within the second or third classes 
to which an exemption is granted under present statutes. 

We see no reason why the Post Office Department should not ascer- 
tain the cost of providing educational benefits through use of the mails 
in order that these costs may be recognized as a part of the public- 
service function of the Department. In this way, the meaning of the 
term “deficit,” as applied to the operations of the Post Office Depart- 
ment, would become much clearer not only to the Congress but to the 
general public as well. 
~ We do not speak of the many public services performed by other 
Government departments as deficit operations. The same should 
be true of the public-service functions of the Post Office Depart- 
ment, and we believe that the language included in title II of the bill 
should help settle this issue. 

We appreciate this opportunity to present our statement on H. R. 
5836 to the committee. 

The Cuaiman. Thank you, Mr. Carr. 

That completes our roster of witnesses for today. 

We will hold the record open until next Tuesday for further state- 
ments and communications. 

The Postmaster General will be before us once more. We will 
not close until after we have heard him. 

Senator Cartson. Mr. Chairman, I would like to state that -you 
have been very patient and very consisterate, hearing all these wit- 
nesses. I, personally, appreciate it, and I know that that country 
does. 

The CratrMan. Thank you, Senator Carlson. I have tried to 
give free rein to people who wished to be heard. The American peo- 
ple are vitally interested in this matter. 

I have received, among others, statements from the National Asso- 
ciation of Postal Supervisors, Daniel Jaspan, legislative representa- 
tive, and the railway mail transportation division, Associa- 
tion of American Railroads, Herbert B. Brand, director. They will 
be inserted in the appendix of the record. 

This concludes the hearings today. 

(Thereupon, at 11:50 a. m., the subcommittee was adjourned.) 
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TUESDAY, FEBRUARY 18, 1958 


Untrep States SENATE, 
ComMMITTEE ON Post Orrice AND CrviL SERVICE, 
SUBCOMMITTEE ON PosTaL Rates, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10:35 a. m., 
in room 135, Senate Office Building, Hon. Olin D. Johnston, chair- 
man of the committee, presiding. 
Present: Senators Johnston (presiding), Monroney, Scott, Neu- 
berger, Church, Proxmire, Carlson, Langer, Morton, and Hoblitzell. 
Also present: William Brawley, executive director, and Frank A. 
Paschal, professional staff member. 
The Cuarrman. The committee will come to order. 
Mr. Leonard Carlson is here from California. He promises to 
be brief, so we will hear from him now. 


STATEMENT OF LEONARD CARLSON, SUNSET HOUSE, 
HOLLYWOOD, CALIF. 


Mr. Cartson. Mr. Chairman, members of the committee, I am 
happy to see the Postmaster General here because I happen to be a 
fairly good customer of his. Senator Johnston was kind enough to 
permit me an appearance here this morning. My statement will take 
less than 15 minutes and I hope that the information given will help 
the committee and the Senate to make a wise decision on the legisla- 
tion to readjust postal rates. 

My name is Leonard Carlson from Los Angeles, Calif. I am 
the owner of a small business which will be drastically affected by 
any postal rate increases. My firm, Sunset House, is a mail-order 
firm incorporated in California. We employ well over 100 fine 
people and I speak for them today as well as for myself. 

As you know, Sunset House is only one of tens of thousands of small 
businesses which depend on the postal service for economic survival. 
Our great postal establishment has been the vehicle for the creation 
of an industry which contributes much to the American economy. 
In my judgment, that industry could be destroyed by the imposition 
of inequitable rates of postage. I am sure that is a result desired 
neither by the Congress nor by the executive branch of the Federal 
Government. 

The effort of political leaders at this time is to provide economic 
props for a sagging economy. ‘The rate bill before you is neither a 
prop nor a crutch. It could very well prove to be a bludgeon. 
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Shortly after the House of Representatives passed H. R. 5836 a 
few months ago, the management of Sunset House tried to analyze 
just what effect the bill might have on our operations. 

Because we plan to mail in 1958 over 9 million small catalogs and 
plan to sell over $3 million worth of new, unusual, and practic al mer- 
chandise, we quickly realized that if postal rates were increased, we 
would be facing most serious trouble. A thorough study by manage- 
ment and its accountants showed an alarming picture. 

To best analyze the dark future which seemed in store, we retained 
a most capable independent outsider to do an unbiased analysis. This 
consultant, Dr. R. Clay Sprowls, a professor of economics and statistics 
at the University of California, became fascinated with his study of 
the effects of postal increases on a firm of our type. Just recently he 
finished a report entitled, “The Impact of Postal Rate Increases on 
Mail Volume, Employment, and Tax Revenues.” 

Dr, Sprowls’ case study is just a matter of simple arithmetic, one 
demonstrating the far-reaching effects postal rate increases can have 
on the national economy. His report is being submitted to you today. 

(The Sprowls study appears in the appendix on p. 598.) 

Using our firm as a typical small-business example, with direct- 
mail advertising its lifeblood, Dr. Sprowls has arrived at some dan- 
gerous conclusions. 

As a direct result of an increase in third-class-mail rates, and in- 
directly through first- and second-class-rate hikes, changes in policy 
will have to be made in the operation of Sunset House. These changes 
will have grave effects upon employment, Government revenues, and 
on the gross national product. 

Dr. Sprowls’ report shows that an increase in the third-class-mail 
rate will lead directly to a curtailment of Sunset House sales. Our 
firm is in a highly competitive industry. We will not be able to pass 
on to our customers in the form of higher prices any increase in cost 
which result from an increase in postal rates. Thus the policy of Sun- 
set House, acting upon an increase in the third-class-postal rates, would 
be to eliminate the mailing of catalogs to so-called marginal lists. 

These marginal lists in the form of catalogs mailed to proven and 
tested mail-order buyers, at the present time bring an increased volume 
of business at little or no immediate profit to us. They serve to supply 
new customers who are necessary for the replacement of inactive cus- 
tomers and for the future growth. This policy decision of eliminating 
marginal lists would be made in the face of an increase of one-half cent 
in the third-class rate, from 114 cents to2 cents. The effect of a 1-cent 
increase, which is the rate hike adopted by the House, would be so 
catastrophic that we do not know how we would be able to readjust 
our operations. 

The elimination of these marginal mailings would mean a 37-percent 
decrease in the number of catalog mailings during 1958, And inci- 
dentally, in great detail, Dr. Sprowls in his report shows how he ar- 
rives at many of these figures. The effect would be a decline in the 
number of orders received by Sunset House, a decline in gross volume 
of business, a decline in volume of mail handled by the post office in 
each of first, third, and fourth classes, a decline in payments to our 
suppliers, and a decline in the employment and income payments 
generated by my firm. 
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The elimination of these border-edge mailings would reduce the 
volume of third-class mail handled by the post office. It would also 
reduce the volume of first-class mail and money orders from incom- 
ing orders and the volume of fourth-class mail, parcel post, from the 
shipment of orders filled. 

The decline of 37 percent in the volume of third-class mail, believe 
it or not, results in a decline of 1614 percent in postal revenues, even 
with an increase in third-class rates. Since third-class mail generates 
collateral mail, the total impact of a reduction in the marginal mail- 
ings must include the reduction in volume and revenues in these other 
classes. Altogether, Dr. Sprowls’ report shows the change in postal 
revenues would be a decline of approximately $94,000. This is from 
our firm alone. This represents a 20-percent loss in revenue to the post 
office. 

Because we would be forced to reduce the volume of our mailings, 
we would, of necessity, do less gross business. Thus postal revenues 
would not be the only Government revenues affected. Fewer orders 
mean a lower volume of business and lower tax revenues. The State 
of California collects a sales tax on gross sales. The city of Los 
Angeles collects both a sales and business tax on gross sales. Lower 
gross sales reduce the tax revenues of both of these government bodies. 

Moreover, the Federal Government would have a lower revenue 
from corporation taxpayments. ‘The increased cost of the catalog 
mailings which would be made at a 2-cent rate would be borne by 
Sunset House. This increased cost will come directly out of profits 
which are taxed at the 52 percent corporation tax rate. There will 
be no recovery of this amount by the firm. The changes in these tax 
revenues would mean a loss of $22,500 to city, State, and Federal 
Governments from our firm alone. 

Now, let’s see what would happen to the employment and salary 
payments generated by Sunset House. 

The immediate impact would be upon our own employees who are 
engaged directly in processing and filling orders. Twenty-one per- 
cent of this direct labor force, or 31 employees, would have to be 
eliminated at varying times during the year. It is estimated that 
the annual reduction in payroll payments would be approximately 
$71,000. 

The impact upon employment and payroll payments would not be 
confined to Sunset House. The quantities of many goods and services 
bought from suppliers vary directly with the volume of business, 
and they would be reduced as gross sales decline. In essence, our 
suppliers would lose $537,000 in business which is a large sum. 

The reduction in payments to suppliers may be analyzed in the 
same manner as this study of my firm. <A printer, for example, faced 
with a decline in his gross of, say, $100,000 by this cutback in mail- 
ings at Sunset House, may well consider operating changes which 
will affect his employment, purchases of materials, taxpayments, 
and so forth. The changes initiated by Sunset House permeate the 
larger segment of the economy with which it comes in touch. An 
analysis of these secondary effects would be substantial and impos- 
sible to even measure. 

Sunset House may not be a typical firm in either its industry or 
the business community. There undoubtedly are firms which will 
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react differently to proposed increases in postal rates. Some firms 
will be affected less and some more. My business, gentlemen, is by 
no means a marginal firm. Marginal firms which are just barely 
profitable now and which depend largely upon third-class mail to 
general sales may well go out of business entirely. 

Some implications for the post office and the Government are clear 
from Dr. Sprowls’ study. An increase in third-class rates will cer- 
tainly reduce post-office volume. Dr. Sprowls’ study shows that the 
demand for third-class service is such that an increase in rate will 
result in a decline in volume greater than can be offset by the rise in 
rate, with the ultimate consequence, a loss of post-office revenues. 
Dr. Sprowls attempts in his report to show this decline in post- 
office volume will work and he comes up with a projected decline 
in volume of 5 billion pieces of mail handled by the post office and 
a drop in postal revenues of $53 million. Since third-class mail 
generates other classes of mail, it is almost certain that total post- 
office receipts will fall. 

Dr. Sprowls reaches some overwhelming conclusions : 


As this study shows, the impact is not only upon postal revenues. Other 
Government revenues will decline. Federal, State, and local tax receipts will 
be cut at a time of unprecedented high government budgets. Again, the ques- 
tion is clear: Can these governments afford a policy which reduces present 
sources of revenues in the face of greater needs for revenue? Finally, the im- 
pact is not alone upon the Government but upon private employment and income 
payments as well. It is estimated that between 4 and 5 million workers in 
the United States depend upon mail sales for their employment, and that the 
total sales of such goods sold by mail advertising is at least $15 billion an- 
nually. If again the estimates from this case study are of the right order of 
magnitude, the increase in third-class postal rates could result in a 20-percent 
decline in employment and sales, or a drop of 1 million in the number of 
workers employed directly in this industry, and of $3 billion in annual sales. 
This is only the impact on the economy from those firms upon which the burden 
of an increase in the third-class rate directly falls. As this reduction in vol- 
ume affects other firms which supply those directly affected with goods and 
services, the decrease in employment and income payments may spread 
throughout a rather wide segment of the economy. The total effect is much 
more than is revealed in a study of just 1 firm or 1 industry, for adjustments 
will be felt by firms far removed from the initial point of contact. 


Dr. Sprowls’ report speaks for itself, gentlemen. If by arrang- 
ing for the survey I have provided this committee and the Congress 
with some guidelines, my trip all the way from California to this 
cold weather will not have hoes wasted. H. R. 5836 specifically 
provides that consideration be given, when readjusting postal rates, 
to the impact on business users of the mail. In my considered judg- 
ment the bill before you will not realize for the Federal Govern- 
ment the revenues estimated. On the contrary, the enactment of 
H. R. 5836 very well could have an adverse impact on the economy 
at a time when Congress and the administration are searching for 
ways and means to stem the rising tide of unemployment. 

We cannot afford to speculate upon any factor which could in- 
crease unemployment and stagger the hopes of small business. 

Thank you again for the chance to appear here. 

The Cuatrman. Thank you. Are there any questions ? 

Senator Lancer. Yes, Mr. Chairman. 

The Cuarrman. Senator Langer. 

Senator Lancer. You are in the 52-percent bracket, are you? 
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Mr. Carison. Yes. 
Senator Lancer. Sunset House is? 

Mr. Caruson. Yes, sir. 

Senator Lancer. How much more will this third-class increase af- 
fect Sunset House ? 

Mr. Cartson. Affect us, sir? 

Senator Lancer. Yes. 

Mr. Carxson. Well, originally, it is very hard to project deep into 
the future on this because we have no basic experience. We have 
come to a decision that we will cut back on our mailings. We will 
take a loss in profits but the primary hurt will come in losing a means 
to grow. We get our growth from new customers and there is just 
no other avenue to get new customers. 

Senator Lancer. To be specific, will it cost you $5,000 more, 
$10,000? 

Mr. Cartson. Much more. 

Senator Lancer. How much ? 

Mr. Cartson. Over the long pull it could just mean we either stay 
where we are or move back. 

Senator Lancer. How much more will it cost you in postage? 

Mr. Cartson. In postage? 

Senator Lancer. Yes. 

Mr. Cartson. In postage, the first year, it would cost us at 1 cent, 
if we kept on the way we are going now, $90,000 on 1 million mail- 
ings; at one-half cent, $45,000. 

Senator Lancer. What amount of business do you do a year? 

Mr. Cartson. Over $3 million this year. 

Senator Lancer. Three million—well, the $90,000 would come off 
your income tax. 

Mr. Cartson. Straight off of it, sir, straight off our income tax. 

Senator Lancer. How do you figure you have a loss? 

Mr. Cartson. It is still roughly a $45,000 loss, which is a substan- 
tial amount of money. 

Senator Lancer. You would be in a different bracket: possibly ? 

Mr. Cartson. We possibly will come right down to $25,000. 

Senator Lancer. Why would it hurt your business ? 

Mr. Cartson. Sir, it would hurt our business when we are doing a 
gross sales of over $3 million, it would not be worth the risk. We 
are in a risk business, a speculative business in some respects 

Senator Lancer. To me it is as simple as this, whether you pay 
the money to the Federal income taxes or take it off the income list. 

Mr. Carson. Sir, only half is taken off income, not fully. 

Senator Lancer. You are in the 52-percent bracket. 

Mr. Cartson. Yes, sir. 

Senator Lancer. How can it possibly hurt you? 

Mr. Cartson. Any additional expense is half out of our pocket but 
we are still losing half of our profits. 

Senator Lancer. You are losing half of your profit but you are 
way up in the 52-percent bracket. 

Mr. Carson. We are in the 52-percent bracket but it is not just 
completely expendable in taxes. 

Senator Lancer. That is all, Mr. Chairman. 
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The Cuamman. What is the business tax? You state Los Angeles 
collects both in sales and business taxes on the gross sales. How much 
is in that gross sales ? 

Mr. Caruson. Sir, the city of Los Angeles has a 1-percent sales 
tax, plus a 50-cent-per-thousand gross sales for the year as a business 
tax, a license tax. 

The Cuatrman. The business would have to fall off to 
credit in business gross sales 4 

Mr. Carson. Yes, sir. 

The Cuarrman. What would happen ¢ 

Mr. Caruson. There would be a loss in gross sales if we cut back 
our mailings. Obviously, we would not get as many orders. Our 
business is directly related to how many catalogs we send. 

The Cuairnman. That would be 1 percent on the gross sales again ? 

Mr. Cartson. That is right, sir; 1 percent in California. 

The Cuairman. Obviously, if you didn’t make it you wouldn’t have 
to pay it? 

Mr. Cartson. One percent sales in California but we sell nationally. 

The Cuarrman. I see. Does California have an income tax / 

Mr. Cartson. Yes, sir. 

The Cuatrman. How much ? 

Mr. Cartson. Four percent corporation tax. 

The Cuatrman. Four percent. That would be 4 percent on your 
52-percent bracket ? 

Mr. Cartson. On the total gross sales. 

The Cuarrman. Are there any other questions ‘ 

Senator Neupercer. I have a few, Mr. Chairman. 

The CHarrMan. Senator Neuberger. 

Senator Neupercer. What year did you start in business, Mr. 
Carlson ? 

Mr. Cartson. We started January 1, 1951. 

Senator Neupercer. So you are a comparatively new operation ? 

Mr. Carson. Yes, we are, sir, and have grown very rapidly. 

Senator Neupercrer. And you are in the 52-percent bracket which 
would indicate that you are enjoying substantial prosperity / 

Mr. Cartson. Yes, sir. 

Senator Nevupercer. In other words, relatively low postal rates 
have enabled you in a comparatively few years to go into the 52-per- 
cent tax bracket ? 

Mr. Carson. I would say it has helped, sir. 

Senator Neusercer. Let me ask you this: Nothing else that you buy 
in your firm is as cheap as your postage; is it? In other words, vour 
telephone bills have gone up, your light bills have gone up, your 
salaries have gone up, your office furniture has gone up, your equip- 
ment has gone up, your stationery has gone up, your motor fuels have 
gone up, if you have transportation like buying automobiles, that has 
gone up; why shouldn’t your postage rates go up? 

Mr. Cartson. Sir, I would consider that a proper question except 
our telephone bill, without knowing the exact figures, might have 
gone up over the last few years a few percentage points but nothing 
percentagewise like the proposed rate increases and we work per- 
centages in our business throughout. The third-class rate was in- 
creased 50 percent in 1952. It is now proposed to make the increase 
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150 percent. Nothing else we buy has advanced by even half that 
figure. 

Senator NeuBercer. It was my understanding that we had some 
testimony from the Postmaster General the other day in which he 
showed us the postal rates had gone up far less than Western Union 

rates or Bell System rates. 

The Cuatrman. What do you pay for all your salaries ? 

Mr. Cartson. [am sorry, sir? 

The Cuarrman. What do you pay annually for salaries to the people 
that work for you ? 

Mr. Carson. I am projecting into 1958, $350,000, roughly. 

The CHarrMAN. $350,000. 

Mr. Carson. That is for salaries and labor costs. 

The Cuarrman. $350,000 for salaries and labor ? 

Mr. Cartson. That is right, sir. 

The CuHarrmMan. How much business do you do ¢ 

Mr. Cartson. We will do over $3 million this year. The figure I 
gave is approximate. 

The CHarkMAN. What did you pay for your stamps and postage last 
year? 

Mr. Carson. Last year ? 

The CuamrMman. Last year. 

Mr. Carson. In the vicinity of $300,000. 

The CHairman. Three hundred thousand ? 

Mr. Cartson. Right, just slightly less. 

The CuarrmMan. What was your net profits last year ? 

Mr. Caruson. Sir, 1 would rather not say in an open session. 

The CuHarrman. But you were in the 52-percent category ? 


Mr. Cartson. We were in the 52- peneene bracket. 


The CHarrMan. So you paid in the 52-percent bracket. 

Senator Morton. That starts at $25,000. 

The CuarrMan. Starts at $25,000; of course, it is a graduated scale. 

Mr. Caruson. Fifty-two percent on all amounts over $25,000. 

The Cuamman. All over 25 percent / 

Mr. Caruson. $25,000. 

The Cuamman. Then you were talking about 25 percent, you were 
not ts uking about all your profits ¢ 

Mr. Carison. | was giving you rough figures. 

The Cuamrman. Giving the aver age—thi it is the bracket you pay in, 
D2 ! 

Mr. Carson. Yes, sir. 

The CuatkMan. You pay below $25,000 at the graduated scale ? 

Mr. Carson. No, sir. 

The CHatrmMan. You pay on the first $25,000 ? 

Mr. Caritson. We pay 30 percent on the first $25,000. 

Senator Neupercer. Mr. Chairman, I just want to say for the 
record, I started out these hearings very cool and inimical to any rate 
increase but, in my opinion, the overstating of the case and the exag- 
geration used by some of the user groups has certainly inclined me far 
more to a rate increase. 

For example, where Mr. Carlson says, 


The rate bill before you is neither a prop nor a crutch, it could very well prove 
to be a bludgeon. 


21528—58——34 











524 POSTAL RATES 





by that you mean that the Government should reduce the cost of all its 
services. For example, Senator Church and I represent two States 
that are leading lumber-producing States. 

My State has the highest unemployment rate in the Nation and 
Senator Church’s is up near the top. 

Senator Cruurcn. Third. 

Senator Nevsercer. You can see what the situation of the economy 
is in those States. Many of the lumber operators in those States have 
mills which are closed down with thousands of people unemployed and 
on relief because of Federal timber in the national forests. The cost 
of that timber has gone up perhaps as much as 200 percent in recent 
years. 

What would you think if Senator Church and I would advocate that 
the Government reduce the cost of its timber in the national forests to 
these million operators in Oregon and Idaho in order that they might 
put their people back to work and have the general taxpayers bear 
that cost? In other words, if the argument of yours, Mr. Carlson, and 
other mail users is right, then the Government ought to drop all its 
charges, national forest’ timber stumpage and all sorts of things. 
Why should just mail users have these lower costs? I do not under- 
stand it. 

In other words, Senator Church and I have a direct interest in this 
because of the types of economy we represent in States which are 
heavily dependent on the Government to sell national-forest stumpage 
and the price of that is way up. Why shouldn’t those sawmills be 
subsidized so we can get people back to work in Idaho and Oregon ? 

Mr. Cartson. Sir, I recognize—and in order to speed up my report, 
I believe I left parts of my statement out, but the mail situation is a 
complex one. I have become involved in reading of it because it 
affects me businesswise. I have spent many, many hours in the last 
several years going over it, and I recognize ‘that it is complex, T am 
amazed that you gentlemen can appro: ach all the m: uny issues that you 
have to because they are all so complex. I can only present to vou a 
situation as to how it affects me and other members of this industry 
and their employees at the present time. 

I do not particularly want to get into a discussion of the entire 
economic problem because I honestly cannot say that I have a full 
understanding of it. 

Senator Neusercer. But you are in the 52-percent bracket ? 

Mr. Cartson. Yes, sir. 

Senator Neusercer. In the space of 7 years, you have become a very 
prosperous company. You enjoy certainly very modest rates from the 
Post Office Department. Senator Church and I have hundreds of 
relatively small plants in our States that are going bankrupt because 
of high costs of timber in the national forests which the Government 
sells. 

Now, if we are going to apply this same post-office philosophy that 
you advocate to other services and commodities and supplies that the 
Government sells, then we certainly ought to have our States benefit 
from it. And when you say in here that it could very well prove to be 
a bludgeon, then why shouldn’t the Government reduce the cost of 
everything / Why should just the post-office services be kept at this 
comparatively modest level ? 
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Mr. Cartson. We are not, sir, even suggesting a reduction of costs. 

Senator Neupercer. You are ‘suggesting that ‘they stay at the pres- 
ent level and the Post Office Department, for example, has just given 
me this. I cannot vouch for the accuracy, but I would like to put it in 
record and if it is wrong, the third-class mail users will challenge it. 
This is a very brief statement. 

Associated third-class mail users’ testimony on 8S. 1108, Senate Post Office 

and Civil Service Committee, 1949. 

This was the testimony. 

Under a 1.5-cent rate, volume would be reduced 47 percent resulting in a re- 
duction of revenue of nearly $14'% million to the post office. 

Then these are the facts as asserted by the Post Office Department: 
From 1951, when Congress adopted the 1.5-cent rate on third class to 1957, third- 
class mail increased by 49 percent and revenues to the Post Office increased 
thereby by 5124 million. 

So that is a complete refutation of testimony used in 1949 when it 
was predicted that an increase in third-class rates would result in a 
diminution in revenues to the Post Office Department and use of the 
mails. It showed not only did that not occur, but precisely the op- 
posite ha; pened. 

Mr. Cartson. I would like to know, sir, because I think it applies 
to my present testimony, what happened immediately after the in- 
crease ¢ 

Senator Neusercer. I do not have the figures to show what immedi- 
ately happened, but if the Post Office Department’s statement is 
accurate, over the 6 years when your company has substantially been 
in operation, third-class mail users increased a great deal. 

Senator Cuurcu. Mr. Carlson, I appreciate the concern that you 
have for your business and the impact on your business at increased 
rates because you do such a large volume of mailing. 

Mr. Cartson. Yes, sir. 

Senator CuHurcHu. Most of that mailing is done as third-class mail! 

Mr. Cartson. Yes, sir. 

Senator Cuurcu. The Post Office Department informs us that on 
the basis of allocated costs, third-class mail at present rates pays 
little more than half its way, the result being that the other half of 
the costs is being borne by the taxpayers at large. Do you think 
that is in the public interest ¢ 


Mr. Caruson. Yes, sir, except I am not prepared to argue or re- 
fute the point. 

Senator Cuurcu. You do think that is right? 

Mr. Carson. I do think it is in the public interest. 

Senator Cuurcu. You do think it is in the public interest that 
the taxpavers should pay half the cost of your mails? 

Mr. Cartson. Well, if that figure is correct—from what I have 
read, there is some dispute as to whether it is or is not. I am not 
prepared to accept either thesis or either version. 

Senator Cuurcn. That in effect is what you are asking us to do 
if we maintain third-class rates at their present level, to continue a 
condition which requires the taxpayers of the country to pay half 
of the costs of vour mailing. Now, if you think that is in the public 
interest. that is your prerogative, but it occurs to me that it is not. 
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Mr. Cartson. I am not prepared to basically answer the question. 

The Cuarrman. I can see in your particular business where you 
have to pay $350,000 for salaries; is that right / 

Mr. Cartson. Yes, sir, approximately. 

The Cuatrman. And also your stamp bill is around $300,000; is 
that right? 

Mr. Cartson. Yes. 

The Cuarmrman. We can readily see where you are caught a little 
bit more in that particular business than some people. We can see 
that but, we do realize that in this field the Post Office is trying to 
get nearer to paying its way. We do realize that the rates have not 
been increased in proportion to the cost of other things—salaries, 
for instance—so we have to take all those things into consideration 
in reaching a conclusion. 

Mr. Cartson. I understand that fully. 

The CuarrmMan. We do not want to put engnedy out of business. 

Senator Cuurcu. Mr. Chairman, may I ask 1 or 2 more questions ? 

The Cuarmman. Certainly. 

Senator Cyurcu. Mr. Carlson, assuming that this committee 
should find that third-class rates ought to be increased and should 
so recommend, would it be helpful to you in your business if the in- 
crease were affected in stages, that is, let us assume in two stages 
rather than all at once so that the cost could be spread out over sev- 
eral years rather than undertaken all at once 4 

Mr. Carson. I am trying not to be facetious in the answer. 

Senator Cuurcu. It is a serious question because many businesses 
have indicated this would be helpful. 

Mr. Cartson. You see, the way the question was presented, my first 
impression is that any relief would be better than an immediate jump, 
which is well understood. I would say that would be far better because 
we could adjust easier; members in our industry could adjust easier 
than they could to any drastic increases if it was spread over a period 
of time. 

You see, it is very difficult to make definite and positive plans on 
anything of this nature which so vitally affects us. 

Senator Cuurcu. I appreciate that. 

Mr. Carison. We are trying our best because it takes advance plan- 
ning. 

Senator Cuurcnu. I have no further questions, Mr. Chairman. 

The CHatrMan. I would like read these costs into the record to 
show you what it costs at the present time under the past methods of 
allocation. Expenditures for third-class mail is approximately $471 
million and revenue at the present time is $266 million. Then the new 
allocation that they are putting in in regard to transferring from first 
class because of preferred rates and things that they have here in their 
report, it shows a deficiency in the revenue of $108,629,000 of the $471 
million. That was by the new allocation. 

This is from the Post Office Department. 

Senator CuurcH. Even under the proposed increases there will be a 
substantial deficiency. 

The Cuarmman. A deficiency of approximately $109 million and we 
only collect $266 million at the present time. That is the new alloca- 
tion and the new way of adjusting the cost in the various ways that the 
Department gave us. 
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Mr. Carlson, thank you for testifying. 


Mr. Postmaster General, if you wish to make a further statement, 
you may do so. 


FURTHER STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POST- 
MASTER GENERAL OF THE UNITED STATES, ACCOMPANIED BY 
EDSON 0. SESSIONS, DEPUTY POSTMASTER GENERAL; HYDE 
GILLETTE, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
FINANCE; ORMONDE A. KIEB, ASSISTANT POSTMASTER GEN- 
ERAL; JOHN C. McKIBBIN, ASSISTANT POSTMASTER GENERAL, 
OPERATIONS; AND IRVING I. RAINES, DIRECTOR, DIVISION OF 
POSTAL RATES 


Mr. Summerrietp. Mr. Chairman, I have no formal statement to 
make here this morning. I do hope that we can conclude the hearings 
insofar as the Post Office Department is concerned particularly today 
if it is at all possible. 

[ have brought a number of the members of my staff here so I think 
we are prepared to answer all the questions that we can anticipate. 

Senator Neusercer. I have very few questions, Senator Johnston. 

The CratrMan. Senator Chureh wishes to interrogate Mr. Sum- 
merfield also. 

Senator Neupercer. We want to make sure that he has an oppor- 
tunity. 

Senator Cuurcn. I will defer to you, Senator. 

Senator Necpercer. Go right ahead. 

Senator Cuurcn. Thank you very much. 


First of all, Mr. Postmaster General, I want to say that I appreciate 
the way that you have responded to the questions that have been put 
to you and the number of times that you have come back to the com- 
mittee. Itrust this will be the last time. 

On the occasion of one of your earlier appearances, January 26, 
Mr. Brawley of the committee staff put this question to you: 


Mr. Summerfield, certain magazines have red tag treatment. In other words, 
they get the same preferential treatment as first-class mail does. 

To which you responded, “Right.” Then Mr. Brawley asked: 
Has the Department thought about a surcharge or penalty on that kind of treat- 
ment in second- and third-class mail— 
to which you replied— 


That was in the same category I spoke of a moment ago in response to the 
chairman’s question. We have given that some thought and I am sure some 
members of this committee have. 

Now, I was interested in that colloquy when it took place. I have 
no case to make for or against red tag treatment today but as you 
were well aware, as the scope of Government activity has increased 
and these problems have become very complex, the Congress has to 
rely to a very great extent upon information supplied by the execu- 
tive branch. 

What I would like to get from you today is information so that I 
will know more about this red tag treatment because I think it ought 
to be made a part of the record of these hearings and from that in- 
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formation perhaps we can ascertain whether or not a change is needed 
in the policy. 

So first of all, I would like to ask if this policy is based upon postal 
regulations? Our research of the problem indicated that those postal 
regulations contained in chapter 126, section 126.41 and _ section 
126.143 seem to be pertinent sections; is that so? 

Mr. SumMerFieb. That is right, sir. 

Senator Cuurcu. Now, these sections, as we have extracted them, 
I think, Mr. Chairman, ought to be made a part of the record of the 
hearing. I have extracted the 2 sections that I just referred to and 
in addition, 2 other relevant sections, section 126.144 and 126.145. 

With your permission, I would like to include those in the record 
of the hearings. 

The Cuarrman. They shall be included. 

Senator Lancer. I would like to have them read. 
Senator Cuurcu. I would be pleased to read them to you. 
The first section, 126.141 reads as follows: 


Newspapers must be published once each week or more frequently and feature 
principally news of interest to the general public to be given expeditious dis- 
tribution, dispatch, transit handling, and delivery, usually referred to as news- 
paper treatment. If the postmaster at the office of entry is in doubt as to 
whether any particular publication is a newspaper, he will submit all the facts 
to the Bureau of Post Office Operations, Mail Classification Division. 


The next section, section 126.143, is captioned : 





DISPATCHING 


Newspapers will be dispatched in pouches with first-class mail when the 
quantity is not sufficient to make up separate sacks. Newspapers for dispatch 
to a railway post office, a highway post office, a terminal, or a first-class office 
will not be mixed in sacks with any class of mail other than first class. Sacks 
labeled “Newspapers” will be dispatched with first-class mail. 


The next section, section 126.144, is captioned : 













HANDLING AT DELIVERY OFFICE 


Sacks containing newspapers will be promptly segregated and the contents 
distributed for the earliest possible delivery. 


And the final section 126.145 is captioned : 








NOTIFICATION TO PUBLISHERS OF DELAYS 


Publishers will be notified whenever their mailings of newspapers are not 
delivered to the post office or train in sufficient time to connect with the intended 
dispatch. 

Now, it is my understanding, Mr. Summerfield, that in addition to 
newspapers as they are popularly understood, certain news magazines 
are also given this first-class treatment ; is that correct ? 

Mr. Summerrtrevp. That is correct, sir. 

Senator Cuurcu. These are the news magazines principally: Time, 
U. S. News & World Report, Newsweek, Life, and magazines of that 
kind ¢ 

Mr. Summerrietp. And Newsweek. 

Senator CHurcu. Have I named all of the magazines that are given 
this treatment or are there a large number ? 

Mr. SumMerririp. There are a number in addition to that. 
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Senator Cuurcu. Now the effect of this is to give these magazines 
preferential treatment as first-class mail so far as handling is con- 
cerned although they are charged second-class rates; is that correct? 

Mr. SuMMERFIELD. Well, except they do not get the same treatment 
that first-class mail does, all considerations, but as far as that time ele- 
ment is concerned, that is correct. 

Senator Cuurcu. So that frequently in the hearings thus far, when 
we have talked about first-class mail, we have talked about it being 
entitled to preferential treatment and therefore that it ought to pay 
an added rate. In this case, we are giving preferential treatment of a 
kind to these news magazines though they are not paying a comparable 
rate ¢ 

Mr. SuMMERFIELD. That is correct. 

Senator Cuurcu. Now, let me ask you this. First of all, the regu- 
lations that I have referred to and this practice of the Post Office 
Department of giving preferential treatment for second-class rates 
to these news magazines, does this practice stem from any statute, 
congressional statute-or is it purely an administrative decision to 
give this treatment ? 

Mr. SumMmeErFIELD. To have the record completely accurate, I am 
going to ask Dr. Raines of the Bureau of Finance to answer your 
question on this particular subject. 

Mr. Rarnes. I would like to first answer your question with regard 
to whether or not it stems from legislation. The act of July 28, 1906 
indicated that the Postmaster General may in his discretion delay 
third- and fourth-class mail whenever it was convenient for the De- 
potent to do so, whenever savings could be made as a result of it. 
No mention was made of second-class at that time one way or another, 
so there was some indication that that might have been the intent of 
the Congress. However, the actual beginning of red-tag service goes 
back to April 21, 1923, when Postmaster General New issued an 
order to all postmasters asking them to adopt the practice by which 
newspapers may be dispatched and received everywhere with almost 
the same dispatch as letter mail. 

I say “almost” because the way our regulations read today, red tag 
is not equivalent to first-class service but receives the next priority. 
It receives equal service only when it does not delay first-class mail. 
In other words, it is handled with it when convenient and afterward 
when not convenient. 

Senator Cuurcn. Was it after 1923 when newspapers began to get 
this kind of treatment ? 

Mr. Rarnes. Yes. 

Senator Cuurcu. When was it that the news magazines began to get 
this kind of treatment ? 

Mr. Rares. I cannot answer that specifically. The development of 
the news-type magazine came later. It was very slow, so it was a 
matter of operational decision as to what was hot news and what was 
not. The criteria was always “hot news.” 

Senator Cuurcn. This determination was made subsequently by 
the Postmaster General ? 

Mr. Ratnes. That is correct. Senator, to answer your previous 
question, may I just go on in terms of what red-tag treatment is? 
Senator Cuvurcu. Yes. 
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Mr. Ratnrs. They not only recive preferential treatment after first- 
class, of course, but they cannot be forwarded or returned like first 
classcan. Moreover, the publisher must make up the shipment in sacks 
and tied and sorted out by States and cities, and so on. So, I think 
it is a mistake to refer to it as first-class treatment. 

Senator Cuurcu. I think that the Postmaster General did indi- 
cate that difference. It is first-class treatment only insofar as the 
time element is concerned. 

Mr. Ratnes. Yes. 

Senator Cuurcu. But nonetheless, it does receive that degree of 
preferential treatment ? 

Mr. Ratnes. Yes. 

Senator Cuurcu. What is the criteria on which the Postmaster 
General determines what news magazines ought to be given this kind 
of treatment and what magazines should not? Take for example, 
commentary magazines that are concerned with commentary of cur- 
rent public questions, magazines like the Reporter, or the New Re- 
public, or the National Review. These magazines, I take it, do not 
receive this treatment ? 

Mr. Raines. What were those magazines, Senator ? 

Senator Cuurcu. Just for illustrative purposes, the Reporter, for 
example, does it receive the treatment? 

Mr. Ratnes. It is noton my list. I ee. it. 

Senator Cuvrcnu. What about the New Republic? Is 
list ? 

Mr. Ratnrs. The New Republic is on the list. 

Senator Cuurcn. So that we move from one extreme to thie other, 
what about National Review ? 

Mr. Ratnes. National Review receives red-tag treatment. 

Senator Nevsrrcer. Does or does not? 

Mr. Rarnes. It does. The criterion always is whether, in the judg- 
ment of the postmaster, and this decision is generally made by the 
postmaster, the news is of such nature as to be perishable so time is 
an essential element. 

Senator Caurcn. Is this criteria encompassed in any published 
regulation of the Post Office Department ? 

Mr. Raines. Not to my knowledge, sir. 

Senator Cuurcn. So that a given publication—let us suppose a 
new news magazine were suddenly to come into being. They would 
have no way to refer to a published regulation and determine on the 
basis of the wording whether or not they qualified; is that correct ? 

Mr. Rarnes. They would write to the Post Office. 

Senator Cuurcu. Write to the Post Office Department and then 
it would be within the discretion of the Post Office Department to 
determine whether or not that magazine qualified ? 

Mr. Rates. That is correct. 

Senator Cuurcn. Let me address this question to the Postmaster 
General. Do you not think that it would be in the public interest if 
this practice should continue to establish written criteria and publish 
them as part of the postal regulations so that all publications might 
be on notice as to what criteria would be applicable and so.that, they 
could determine as they would ordinarily determine from regula- 
tions and law? 
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Mr. Summerrievp. I do. I think it needs clarification. 

Senator Cuurcn. I do. 

Mr. Summerrterp. In fact, we are right in the process of trying 
to provide that criteria. 

Senator Cuurcn. Well, the second matter in this connection that 
I am interested in is to get. some idea of what cost burden this practice 
entails for the Post Office Department. Take, for example, Life 
magazine. I take it from such little inquiry as I have thus far been 
able to make that a Life magazine will weigh on the average of about 
a pound and there were some 42 million of them handled by the Post 
Office Department within a 3-month period during 1957. Those are 
the figures that Ihave. This alone would indicate a big piece of work 
for the Post Office Department. I see my mailman come every day 
loaded down with magazines, many of which are in the list for red- 
tag treatment, so that this, it seems to me, represents a sizable work- 
load for the Post Office Department, and I would like to have some 
idea of what the cost. is to the Post Office Department in giving this 
degree of preferential treatment to these magazines without charging 
them for the preferential treatment above the second-class rate. 
Have you any figures that would give us some idea of what the cost 
would be? 

Mr. Rarnes. No, we do not have an estimate of the additional cost 
of red-tag treatment. It isa matter of priority rather than a matter of 
out-of-pocket expenditures. 

Senator Cuurcu. I have here a copy of the hearings before the 
Committee on Post. Office and Civil Service of the House of Repre- 
sentatives for the first session of the 85th Congress, and a brief dis- 
cussion is given to this question with respect to Life magazine. These 


figures are presented in the committee report. The figures for Life 
magazine are at page 240, and I think that they ought to be read 
into the record of these hearings. 

The figures for Life magazine which were given to this committee 
in 1953 were as follows: 


Quarterly weight in millions of pounds, 47% million pounds. Copies in the 
millions, 45.8 millions. Quarterly postage at present rate, $1,273,000; cost of 
handling, $3,424,000, a quarterly cost of $2,151,000 for the Post Office and an 
annual loss of $8,604,000 to the Post Office. 

Now I recognize that these figures do not establish anything beyond 
the gross loss to the Post Office Department in terms of allocated costs 
of handling the magazines against the postage rate paid, but it does, 
at least to some degree, indicate the size of the burden to the Post 
Office Department that these magazines represent. 

I wonder, Mr. Postmaster General, if it would not be desirable 
to include in the record at this point a list of those magazines that 


are presently getting red-tag treatment. Would you have any objec- 
tion to that ? 


Mr. SuMMERFIELD. We would not. 

Senator Cuurcu. Have you the list available? 

Mr. SumMerrietp. We have it. 

Senator Cuurcu. I would appreciate if the list could be made a 
part of therecord. 

Mr. Ratnes. These are the major ones. There may be a few addi- 
tional ones, some postmaster, for instance, in the State of Idaho, 
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may be giving one preferential treatment that has not been referred 
to us, but substantially, this will be complete. 

Senator Cuurcn. I[ understand. I think it ought to be accepted on 
the basis of that understanding. 

Senator Lancer. Just a minute. May we have the clerk read these 
names off? Mr. Brawley, would you read these names? I am inter- 
ested. I want to know if the Police Gazette is on there. 

Mr. Brawiey. You want me to read them all or just read to see if 
that is on ? 

Senator Lancer. I want to know what magazines and how many 
there are. 

Mr. Braw ey. Accountant’s Weekly Report, the Advocate, Ad- 
vertising Age, Air Conditioning and Refrigeration News, the Ameri- 

can Observer, Bakers W eekly, Box Office, Brooklyn Spectator, 
Builder’s Weekly Guide, Bulletin of the National Association of 
Purchasing Agents, Business Week, the Canning Trade, Canners’ 
Market Report, Capital Adjustments, Reorganizations, Stock Rights, 
Capper’s Weekly, Caravan Weekly Pictorial, Catholic Northwest 
Progress, Catholic Standard, Chemical and Engineering News, Civil 
Service Leader, Congressional Index, Current Events, Dairy Record, 
Electronic News, Editor & Publisher, Electrical World, Engineering 
News-Record, Export Trade and Shipper, Facts on File, Federal 
Securities Law Reports, Federal Tax Guide, Federal Tax Report 
Bulletin, the Fitch Survey, Florists Exchange and Horticultural 
Trade World, Federal Tax Guide, Federal Tax Report Bulletin. 

Senator Lancer. Is the Federal Register on there / 

Mr. Brawtey. No, it is not here. 

Senator Morron. That is privileged mail. 

Senator NEUBERGER. Maybe the thing we are all interested in is 
“the Congressional Record.” Is that on there? 

Mr. Brawtey. No, Congressional Index is on. 

Footwear News, Government Contract Reports, Greek Press, Head- 
lines, Hosiery Industry Weekly, Human Events, I. F. Stone’s Weekly, 
Insurance Advocate, international Trade Reporter Export Shipping 
Manual, Investment Dealers’ Digest, Jewish Press, Journal of Com- 
merce Import Bulletin, the Junior Review, Junior Scholastic, 
Knitted Outerwear Times, Labor, Labor Guide, Labor Law Guide- 
Federal, Labor Relations Reporter, Labor Report, Lancaster Live- 
stock Reporter, Lawyer's Weekly Report, Law Week’s Summary and 
Analysis—Pocket Edition, Leather and Shoes, Life, Machinist, 
Modern Grocer, Motion Picture Herald, the Nation, the National 
Jewish Post & Opinion, National Review, National Underwriter, 
Life Insurance Edition, New England Journal of Medicine, the New 
Leader, New Republic, Newsweek, the New Yorker, Official Edition 
Law Reports and Session Laws, Oil and Gas Journal, Our Times, 
Passenger Transport, Petroleum Week, Poor's Investment Advisory 
Survey, the Poultryman, Prentice- Hall Information, Prentice-Hall 
Report on Business, Printer’s Ink, the Produce News, Philadelphia 
Afro-American, Railway Age, Research Institute Recommendations, 
Saturday Review, Saward’s Journal, Senior Scholastic, Shipping 
Digest, Showmen’s Trade Review, Southwestern Miller, Sponsor, 
Sports. Illustrated, State and Local Tax News, State Tax Review, 
Tax Barometer, Tax Court Reported and Memorandum Decisions, 
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Time, Tobacco Leaf, Traffic Bulletin, Traffic World, Trainmen News, 
Transport. Topics, TV Guide, Unemployment Insurance Reports, 
United States Law Week, U.S. News & World Report, United States 
Supreme Court Bulletin, the Value Line Investment Survey, Washing- 
ton Food Report, Waste Trade Journal, Weekly Digest, Weekly News 
Review, Weekly Underwriter, What’s Happening in Taxation and 
Government Regulations, World Week, the Young Catholic Messen- 
ger. 

Senator Lancer. Any sports in on there? 

Mr. Braw ey. No. 

Senator Lancer. Saturday Evening Post ‘ 

Mr. Braw ey. No. 

Senator Lancer. I wonder why they are not included? Is there 
some good reason for that? 

Mr. Raines. They are not hot news, they are not news magazines. 
Many of these publications have titles which are rather misleading 
in relation to their content. Presumably, all of them have the ele- 
ment of hot news, at least in part of it. 

Senator Lancer. You have Life in there; isn’t the Saturday Eve- 
ning Post as important as Life in the matter of news? 

Senator Cuurcn. I think this simply underlines the fact that what 
is needed is a written regulation that will establish a criteria that all 
will know about. 

Senator Lancer. Yes. 

Senator Cuurcu. And all can qualify under rather than it being 
left entirely to the discretion of the Department in each case. 

Senator Nevpercer. I think one thing, in fairness to the Depart- 
ment, it should be noted that there seems to be absolutely no political 
or opinion criteria, that many of the magazines I have heard listed 
are of extreme conservatism or extreme liberal views, and there does 
seem to have been no political test in fairness. 

Mr. Brawtey. I believe all newspapers get this treatment. 

The CHairman. Do the newspapers have to make application for 
this / 

Mr. Raines. The newspapers automatically get it. 

The Cuarrman. Automatically ¢ 

Senator Neupercer. Weekly or daily ? 

Mr. Ranges. That is right. 

Mr. Brawtey. Weekly or daily. 

The CHarrmMan. What about the Congressional Record, how is 
that. included / 

Senator Morron. Privilege mail. 

The Craiman. I know that. 

Mr. Ratnes. Moves at special third-class rate, Senator, and gets 
excellent service, I am sure, but it moves at a special third-class rate, 
not involved in this red tag proposition. 

The Cratrman. It is not even third class, it is Just penalty. 

Senator Monroney. Mr. Chairman, with the need as the Postmaster 
General has said of going to 5-cent letter mail, I wonder if any 
thought had crossed the minds of the men who run the post office 
that a slight extra surcharge for this special expeditions first-class 
service might be added in order to compensate for the extra cost of 
moving this out by the first possible delivery ¢ 
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Mr. SumMerFIELD. We have, Senator. 

Senator Monronrey. What was the consensus of the amount of the 
charge and the amount of the revenue that might be brought in? 

Mr. Summerriecp. In studies which have not been finished, there 
is a suggestion of 10 percent, which would bring in approximately 
2 to 3 million dollars. 

Senator Monroney. Extra surcharges for red-tag handling. It 
seems to me some of the magazines listed would probably prefer to 
go regular second-class than pay the surcharges, while others would 
be happy to pay the surcharge to get the expeditious delivery. 

Mr. SuMMERFIELD. That is being considered now. 

Senator Cuurcn. Mr. Summertield, if a surcharge were to be im- 
posed, would it be within the authority of the Postmaster General 
to impose that surcharge or would it require the approval of the 
Congress ? 

Mr. SummerFiep. I think it would require legislation because the 
adjustment of postal rates are entirely the prerogative of Congress 
under the present existing statutes, so I would be greatly surprised 
if we had the authority administratively to adjust those rates. 

The Cuatrman. I think the Postmaster General is entirely correct. 
In other words, that would be an increase in rate. We would have 
to pass an act, I think, in order to take care of the situation. 

Mr. Summerrievp. I would like to call your attention to the facet 
that this practice originated many, many years ago; it is not a crea- 
ture of this administration. 

The Cuatrman. They do get special treatment for something they 
should pay for. 

Senator Cuvrcu. I would think so, too. On the basis of the studies 
you are now making, will you have recommendations to make to the 
Congress with on to imposing an additional surcharge for this 
red-tag treatment 

Mr. SuMMERFIELD. We thought we would discuss that matter and 
make such a proposal following this hoped-for change in the postage 
rate affecting various classes. 

Senator Lancer. Mr. Summerfield, the surcharge that has devel- 
oped here cost the Post Office Department $8 million in 1953 for Life. 
What is the total cost for all of these magazines ? 

Mr. Rarnes. I have to do some computing on magazines. 

Mr. Summerrietp. We can give you the total including news- 
papers—two-thirds magazines, one-third press. 

Mr. Rarves. We had total revenues of $66.4 million, or $65.9 mil- 
lion, I beg your pardon, and expenses of $318.4 on a fully allocated 
basis. 

Senator Cuurcu. $318.4 million ? 

Mr. Rarnegs. That is correct. 

Senator Cuurcu. What was the deficit there ¢ 

The CHarrman. Let me ask one other question in regard to that 
field. Do they come into the post office already sorted. 

Mr. Rarnes. The great majority of it does. 

The Cuarrman. They do part of the work for the post office, then. 

Mr. Summerrietp. But they do come in zoned and tied together. 

Senator Monroney. Part of that is for expeditious handling for 
the magazine and not as a complimentary service to the Federal Gov- 
ernment, is it not ? 
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Mr. Braw ey. It does reduce the cost to the Post Office Depart- 
























he ment of handling that mail, does it not ¢ 

Mr. SUMMERFIELD. Yes, it does. 

re The Cuarrman. That is the only thing I want to bring out. 
Ly Senator Cuvurcu. I would like to, since you have the information 
or can soon supply it, [ would like to add to Senator Langer’s ques- 
It tion, one further question, that in the breakdown of the figures, I 
to think it would be helpful if we were to take the largest news maga- 
ld zines, let’s say, Time, Life, U. S. News & World Report, Business 
Week, and News Week, and lump them together to determine what 
the total cost is to the Post Office Department over postage received 
m- in handling those magazines? 
ral Mr. Raines. Senator, I am afraid that cannot be done. We do 
he not have a separate category for costing purposes for news magazines. 

Senator Cuurcu. You ion to take magazines generally ¢ 
che Mr. Rarnes. I can give you figures for general magazines, for ex- 
ess ample. 
sed Senator Cuurcnu. Very well. 

Mr. Rarnes. Revenues were $7.2 million and expenses $30.8 million 
ct. for fiscal 1956, but we could not break it down beyond that. We 
ive just do not have that. 

Mr. Brawtry. Does that include the philanthropic magazines, the 
act labor magazines, and agricultural magazines that go at a lesser rate? 
ea- Mr. Rarnes. General interest, agriculture, they are all commercial 

magazines. 
1ey Senator Cuvrcu. Well, I think, Mr. Chairman, that the testimony 
here would indicate, in my opinion, first, that this red-tag treatment 
lies ought to be published and a criteri ia established so that all magazines 
the may know what it is, and determine on the basis of the published 
his regulation, whether or not they qualify; and second, I think that 
we ought to urge the Post Office Department to complete its studies 
ind and make its recommendations as to a reasonable surcharge in the 
ge public interest to charge these magazines for this preferential treat- 
ment. 
rel- I have no further questions. 
ife. Senator Morron. Mr. Chairman. 

The Cuarrman. Senator Morton. 

Senator Morron. May I pursue this red-tag treatment while we are 
Ws- on it? 

The Cuarrman. Proceed, Senator Morton. 
nil- Senator Morron. First, I agree that it might be well to publish 
ted eriteria in the regulations. But these larger magazines that do get 

red-tag service, whether they do it to accommodate the Post Office 

Department, or whether they do it in the interest of getting their 

product to the consumer faster, the fact remains that they do a great 

deal of work, that, if they did not do it, would cost a lot of money. 
hat Is that not right ? 

Mr. SumMerrFIeELD. That is right. 

Senator. Morron. I think it is academic why they do it, so that off- 
en. sets some of this. 
rer. Also, much is made of the mailman delivering a bunch of maga- 
for zines and, of course, in weather like this, he has a problem. But take 


Life magazine which is delivered on Thursday, if it were delivered 
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the following Monday, it would still weigh just as much, would it 
not? 

Mr. ScumMerrievp. That is right. 

Senator Morton. He sometimes has some days to carry it out. 
That is the fact which remains. He could possibly deliver a third 
of the Life’s one day and a third the next and a third the next which 
might simplify it, but he sooner or later has to get it there, and is 
it not also true if you did not handle these bigger magazines, I do 
not mean the size of the magazine, but in the total volume, if you 
did not handle these in a fairly expeditious manner, you would have 
a terrific warehouse problem. 

Mr. Scm™errrevp. That is correct. 

Senator Morron. You have to get Life, Time, Newsweek, Look, 
you have to get them out of there pretty quickly or you are going 
to have a whole lot of post offices to build that you have not even 
planned on now, or warehouses. The point I want to make, Mr. 
Chairman, is that I think this is a real problem but we cannot over- 
simplify it here. It has all sorts of facets to it and I am very glad 
that Senator Church has brought this up, but these two things, it 
seems to me, stand out: One, that they do undertake certain services 
or certain packaging devices which do save the Post Office money, 
regardless of why they undertake it. Second, we would face, if we 
do not expedite all this great list that the clerk has read, if we do 
not expedite them to some extent, we would face a serious warehouse 
problem. 

Senator Cuurcu. I think these various factors ought to be taken 
into consideration of what a fair surcharge would be. 

Mr. SuMMERFIELD. We would do that. 

Senator Morton. Thank you, Mr. Chairman. 

The Cxatrman. I thank the Senator from Kentucky. It ought to 
be looked into and we shall. We would appreciate if the Postmaster 
General would also look into this matter and give us certain sugges- 
tions whereby we can get some more revenue and, at the same time, 
do justice to all concerned. I am very pleased at the type of questions 
asked by Senator Church this morning. 

Senator Morton. One other comment, if I may. We Take the Sat- 
urday Evening Post versus Life, for instance. I think there is a 
measurable difference there. These magazines that Mr. Brawley men- 
tioned, for the most part go to press under a very close deadline. Now 
you can argue all dav whether Life is news or is not news; the fact is 
that it and most. of these that Mr. Brawley read, these service maga- 
zines, tax services, and so forth, you do get the news quick to the 
people that are interested in it. You and I may not be interested, but 
somebody is, and the Saturday Evening Post has a much longer time 
lag between the time that they make up the format of their magazine 
and go to press, than a strictly news magazine, and that might be 
one of the criteria that you use. 

I used to be in a business which advertised and in some of the maga- 
zines we had to contract for space 3, or 4, or 5 months in advance. 

The CHamman. Some magazines, if not read this week. are no 
good next week. 

Senator Morton. It might be out of the public interest. 

Senator Monroney. Mr. Chairman. 
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The Cuatrman. The Senator from Oklahoma has some questions. 

Senator Monroney. Do some of these magazine ship directly to 
the cities and then put the magazine in the post office, avoiding the 
congestion in New York or Chicago, and expediting their own delivery 
by their own great movement, and then what is the difference in the 
rate, or relative difference in the rate by that method ¢ 

Mr. SuMMERFIELD. To answer your first question, it is yes, they do, 
many of them. 

Senator Mownronry. Life, Time, Newsweek, Saturday Evening 
Post ¢ 

Mr. Scummerrretp. I think Dr. Raines can give you the second 
part of vour question, Senator. 

Mr. Rarnes. You want to know what the difference in rate is?) That 
would depend upon the zone, what they save is the zone shipment. 
For example, your present rate is 1.5 cents to the first and second zone, 
whereas if they get, let us say, to the sixth zone, they pay 6.5 cents, so 
they save 4144 cents. 

Senator Monroney. About four times as much. They make a sav- 
ing by shipping it that way too. 

Mr. Rarnes. That is correct, that is the primary reason. 

Senator Monroney. Do they cut down the postal deficit anyway 
by doing that / 

Mr. Raines. We believe they do because at the present time, sec- 
ond-class rates just about cover the cost of transportation and make 
no contribution for the cost of handling en route, so actually, it benefits 
them and it benefits us when they do that. 

Senator Monroney. When they ship from New York City to Okla- 
homa City, then the magazines go into the post office then on the 
first zone rate at 1.95. If they ship otherwise, it would go in about 6? 

Mr. Rarnes. That is essentially correct. 

Senator Monroney. But that would be more than consumed by the 


cost of rail transportation, if the post office shipped it, is that not 
correct ¢ 


Mr. Rarnes. Yes. 

The Cuarrman. Although it cuts down the amount of revenue you 
would get, you get more revenue if it went all the way, would you not ? 

Mr. ScuMMERFIELD. It is as simple as this, the bigger the volume, the 
greater the loss, That is true not only of magazines, but having to do 
with the testimony of the gentleman that preceded me. 

Senator Proxmire. I would like to ask you, Mr. Summerfield, is 
there any preferential treatment for third-class mail of any kind? 

Mr. Ratnes. There is no official preferential treatment. We try 
to cooperate and if they indicate time value on the third class mail, 
they will ask the Postmaster to cooperate. Sometimes he will if he 
can, but never at the sacrifice of other classes of mail. 

Senator Proxmire. Completely at the discretion of the local post 
office ¢ 

Mr. Ratnes. That is correct. 

Mr. SuMMERFIELD. What you are saying is there is some third-class 
mail for local distribution that comes in on a Thursday afternoon, and 
the post office is cleared of any accumulated mail, alk if we can make 
delivery that day, we will. That is what you are saying. 

Mr. Raryes. Local third class. 
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Senator Proxmire. I have received some complaints from the post 
office in Wisconsin that third-class receives preferential treatment 
sometimes to the expense of first-class mail, and I presume this should 
be called to your attention and investigation. 

Mr. Summerrrietp. We would like to be informed of any particular 
violations of the regulations as far as the handling of that class of 
mail is concerned. 

Senator Proxmire. Now in your presentation in urging an increase 
in postal rates for first-class mail, you emphasized the fact that pref- 
erential treatment was given to first-class mail, this relates to the red- 
tag treatment and I am wondering if there is any element other than 
time which is not included in allocated costs? Is time the only element 
that is not included in allocated costs when you say the same as first 
class ¢ 

Mr. Summerrievp. First class has many benefits that others do not. 

Senator Proxmire. I understand, privacy and that kind of thing. 

Mr. Summerrievp. In fact, I would be very happy to submit for 
the record various items of special treatment that first class gets that 
is not enjoyed by the other classes. 

Senator Proxmire. The reason I am asking that is that you are ask- 
ing for a 40-percent over allocated cost charged to first-class mail 
users. 

Mr. Summerrievp. That is right. 

Senator Proxmire. And you say preferential treatment for red-tag 
mail would at least in the tentative judgment of the Department, war- 

rant only a 10-percent surcharge. 

Mr. Summerriecp. Well, let me point out this. Congress in its 
wisdom since the beginning of the Post Office Department, 178 years 

ago practically, Congress in its wisdom has always until 19532, ree- 

ognized that the preferential services first-class mail receives should 
be considered in setting the rate, so the average rate all through the 
years has ben about 139 to 140 percent of allocated costs. 

Now since 1932, the Congress has ignored the practice of the 
tradition in relation to first-class rates and did not increase first- 
class rates at all. They completely disregarded the increased cost 
to the postal operation, so from 140 percent, we went down to an actual 
loss below 100 percent, even of allocated costs. So, I pomt that out 
to you, Senator Proxmire, because I feel that you might not be fa- 
miliar with the traditional system of pricing and setting of rates 
in the various classes of mail, not only in America but throughout the 
world. 

Senator Proxmire. I understand the historical record and the fact 
that this is an international policy almost, of charges. I am just 
trying to get a moral justification for it. There are a lot of things 
that have been wrong historically, and a lot of things were wrong in 
policy, and the fact that a thing has been done wrong in a certain 
way is not an argument that convinces me at all. It may convince 
other people and we should perhaps give it some justification. 

Mr. Summerrievp. The public has accepted that as a proper pre- 
mise for first class and are willing to pay the extra money, They 
have made their feeling known to. change the policy that has been 
established many, many years ago, and even today, the polls that 
have been taken the last several years in response to questionnaires 
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that have been sent out by Members of Congress and many interested 
organizations indicate very clearly that the people of this country 
want the post oflice service to be maintained and improved and its 
budget balanced. 

Senator Proxmire. I am sure they 

Mr. SUMMERFIELD (interposing). They are perfectly willing that 
these increases be made. They have responded in answer to direct 
questions on this subject overwhelmingly. 

Senator Proxmire. I have not been able to find anybody who says 
he wants to pay 5 cents for his first-class mail. Maybe they do 
feel that way and certainly would if you had asked them, “Would you 
like to see the post office budget balanced# Would you like to have 
this burden taken off the taxpayer ?” answer “Yes.” When you ask 
them if they would like to pay 5 cents instead of 3 cents for first-class 
mail, the answer I get is always “No.” 

Mr. SumMerriELD. The Congressmen I refer you to have records of 
the polls taken and the way that the questions were framed and they 
are not slanted. I am sure you will agree if you look at them, the 
Congressional Record is filled with the result of those various polls 
and they stand for themselves. I am sure no Member of Congress 
would poll his constitutents on any basis other than to get an honest 
answer to an honest and fair question. 

Senator Proxmire. I am sure that is true also, but I think it is just 
a matter of putting the question in such a way that it will be ex- 
tremely difficult to answer otherwise because you have all these ele- 
ments involved. 

Mr. SumMerrie_p. I understand the process of questioning. 

Senator Proxmire. I am sure they ask in perfectly good faith and 
get the answer to all these elements involved which are complex; it is 
hard to ask that kind of question and get an answer. 

Mr. Summerrtevp. I think it is truly remarkable and so very clari- 
fying that when you ask the general public are they willing to pay 
more for anything that they are buying presently for less, that they 
are willing to pay more and they come “back and the substantial ma- 
jority say they are, that ought to clarify doubt that anyone has in 
their mind about their willingness to do so. Human nature, being 
what it is, most everyone feels if they can buy an article, no matter 
what it is, for a given figure, buy it for that price or less rather than 
more, so it is the appreciation for the service they receive and their 
desire to have it continued and improved, if possible, is the reason why 
they are willing to have an increase in first-class rate to the 5 cents 
we have requested. 

Senator Proxmire. That is all. ; 

Senator Monronrey. Mr. Chairman, how much of the first-class 
mail moves interstate and how much out of the city ? 

Mr. Summerrieip. I will have to ask someone else to answer that. 
One-third local and two-thirds nonlocal. 

Senator Monroney. That is according to present boundaries of 
cities, but if you expanded and improved the 35- to 50-mile area of, 
say, Metropolitan New York City, which is not now included as inter- 
city mail, lam sure then you would increase the amount of percentage 
of the one-third that would move intercity. 

Mr. Summerrievp. That is right. 
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Senator Monroney. Great metropolitan areas of Los Angeles, 
Chicago, Houston, Columbus, or Milwaukee, and places like that, 
when you get through that spread, you would pretty closely aproach 
about one-half of the mail moving intercity at your 4-cent rate that 
you propose and the other half would be moving at the 5-cent rate, 

Mr. SumMerrFIELD. We can give you that figure. 

Mr. Rarnes. We computed under our definition of “local” the 
broadened definition, about 18 percent of the two-thirds of our letter 
mail, which is now classified as nonlocal would then become local un- 
der that definition. 

Senator Monroney. Break that down now to the total of the new 
definition—it was one-third against two-thirds, and with your 18 
percent increase, would that be ‘18 percent added to 3314 percent ? 

Mr. Rarnes. Eighteen percent of the 66. Let us say about 44 
percent roughly would become local. 

Senator Monroney. We get pretty close to half and half, 44 and 
56; so, therefore, the proposal or the House bill that carries a uni- 
versal 4-cent first class will produce as much revenue on 46 percent 
of the mail, first-class mail, as the 5-cent proposal that you make; is 
that not correct ? 

Mr. SUMMERFIELD. No. 

Mr. Rarnes. I am afraid I did not follow your question. 

Senator Monroney. The percentages you just gave me 

Mr. Summerrietp. The difference between the 4-cent straight 
across as against 4 for local and 5 for nonlocal is the figure that you 
want answered ? 

Senator Monroney. That is right. 

Mr. SumMerrtevp. $175 million difference. 

Senator Monroney. In dollars. That is figured on this new 
allocation ¢ 

Mr. Summerrievp. That is right. 

Senator Monronry. What did you say, 46—54? 

Mr. Rarnes. I said 44 local and 56 percent nonlocal. 

Senator Monroney. That is 44 local and 56 nonlocal. That makes 
a difference of $175 million in the yield between the 5-cent and 4-cent. 

Senator Neupercer. May I ask a question, Mr. Chairman ? 

The Cuarrman. Proceed. 

Senator Nreupercer. One of the things, Mr. Postmaster General 
and your associates, which has always puzzled me is this—and it came 
to my mind again when Senator Morton was discussing these very 
heavy magazines and the warehousing problem you would have unless 
they were delivered ex editiously—why is the rate in second class 
only so much per saaral sow rather than a fraction thereof? Might 
it not be a better and more fair way of collecting revenue for the 
Department and obtain a somewhat more accurate assessment of the 
wear and tear on the poor mail carrier if the rates were separated on 
the second class, let us say, every half pound or every quarter of a 
ound or so on, so these extremely heavy periodicals and extremely 
nate publications would pay a more proportionate share of the cost / 
I have often wondered that. Why was that not done? 

Mr. Ratnes. Pound gradation is a matter of convenience more 
than anything else. If we had pound gradation in air parcel post 
and in parcel post and so forth—well, it is simply a matter of con- 
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venience. There might be some justification for smaller weight 
increments, but they would not be quite as convenient, and our rates 
would then become that much more complex. 

Senator Nevpercer. But when millions and millions of magazines 
are distributed, actually it is possible that they are virtually getting 
substantial number of ounces virtually carried for nothing under the 
rate. I just wonder again because does not the magazine have to 
report to the Post Office Department that this particular issue of 
Breezy Magazine weighs 2 pounds 2 ounces or 1 pound 4 ounces, so it 
is very easy to compute the rate. I just wondered if it would not be 
a more fair way to do it if it were broken every half pound or every 
quarter of a pound. 

Mr. Rares. First of all, they have to break down weight as be- 
tween advertising and editorial content, which is one complication ; 
and then, of course, they have the complication of zoning it and then 
some of it does not go into zones but stays within the county; and 
within the county we have other rates, so that any further compli- 
cation of the rates might just involve that much more effort on the 
part of the clerks and that much more training delayed. 

Senator Neupercer. In other words, the pound unit measurement 
is merely for the sake of convenience and nothing else ? 

Mr. Ratnes. That is correct, much as our zones are. They cover 
so much territory and, of course, there is latitude in between. 

Senator Neusercer. One other question, Mr. Chairman, and I will 
not detain the witnesses any further. I was very much interested in 
the very persuasive testimony which the Postmaster General and his 
associates gave to us last week with respect to the 5-cent first-class 
postage proposal and the program presented for greatly increased 
number of new post-office buildings all over the United States. 
There is one point I wanted to fix very clearly in my own mind, and 
I imagine other members of the committee share this view. 

Is it absolutely mandatory to this expedited and expanded program 
of post-office-building construction that the 5-cent first-class mail rate 
be provided ? 

Mr. SumMmerrietp. Can I answer that question yes and partially no? 
That may sound a little odd, but if we are going to—and we must—pro- 
ceed with this program of building or modernizing about 12,000 post 
offices in the immediate future, then for us, in order to enter into the 
tremendous amount of negotiations, the tremendous amount of archi- 
tectural work, and engineering work that goes into the inauguration 
of such a program, we must know that we are going to have sufficient 
funds with which to buy and contract to buy the equipment that goes 
into those post offices. 

It has been suggested in the last few days that a further amend- 
ment be offered to Senator Carlson’s committee, that instead of being 
a 5-cent rate permanently, that it be a 5-cent rate for a period of 5 
vears with the sort of a trust fund or revolving fund or whatever 
the Congress would determine as a method for setting aside 1 cent 
for that purpose to limit that to 3 years. In other words, to have this 
program for 3 years. 

Now if we are going to have to provide for an efficient effective ex- 
penditure necessary to provide these new facilities, approximating 
$114 billion in costs for buildings alone, and the other half billion 
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lus for the equipment to go in them, then we must be assured that the 

unds are going to be available for that purpose rather than to be in 
the position of not knowing whether or not the Appropriation Com- 
mittees of the House and Senate are going to provide money whenever 
we may need it. 

Certainly none of us are skillful enough to be able to determine 
exactly what we are going to need in the month of March because 
there are so many factors that enter into such a program that we are 
discussing, so when I say yes and no, in the first instance, this pro- 
gram must proceed. I am sure that the members of this committee 
are convinced that the postal facilities are far from adequate; they 
are outmoded; they are not so available that we can operate ef- 
ficiently as we are able to and will be able if they are modernized, to 
say nothing of the impact it would have on the economy in the 
various areas that would be affected by the construction of these 
buildings. That includes every city in the Union and practically 
every corner of the United States, so I hasten to say, Senator, that it 
would be unfortunate if we are placed in the position where we must 
proceed with this building program without knowing definitely that 
the money is earmarked for that purpose and assured to us when 
needed. 

The Cuatrman. How many post offices does the Government own 
at the present time? 

Mr. SuMMERFIELD. 3,270 federally owned buildings. 

The CuHarrman. Many of them have the Federal courthouse in the 
same building, is that not true? 

Mr. Summerrievp. That is right and right at that point, Senator, 
you see, a number of the Members of the Congress and some of them 
are on this committee, have said to me, why isn’t the Federal build- 
ing a proper way to provide the answer? Well, if you have a 
Federal building, general-purpose building to house all different kinds 
of Federal offices, the physical requirements are entirely different 
than what we need for a post office today. 

So, when you provide that you take away from the efficiency and 
add greatly to the cost, so that it is more economical for the tax- 
payers and this Government to proceed with a leasing program that 
we now have built 2,079 post offices very satisfactorily, very eco- 
nomically, and which we are operating very effectively and very 
efficiently. Now, those are proven facts and we are not in an area 
of conjecture. 

The Cuatrman. The 3,200 buildings, are in larger cities in most 
instances, is that not true? 

Mr. SumMerFIELD. Yes. 

The Cuatrrman. Of course, the fourth-class post. offices are mostly 
in stores, is that not right ? 

Mr. Summerrtetp. That is correct. 

The Cuatrman. And some of your third-class post offices also? 

Mr. SumMerrievp. That. is correct. 

The Cuatrman. Do you know how many are in stores that are run- 
ning other businesses ? 

Mr. Summerriep. I will give you that figure in just a minute and 
and while we are looking up the answer to that question, may I make 
this observation. One of the reasons we are faced with a dilemma 
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today is because of the Government’s policy many years ago, 50 years 
ago, 75 years ago, which was to provide Federal funds by direct ap- 
propriation for the building of Federal buildings in which post offices 
were housed. The fact that the Government owns them has made it 
almost impossible for us to provide modern postal facilities in that 

articular area because the Government has the building and we have 
just been forced to remain in that particular building. I am sure 
you have such monuments in your own States. 

The CuarrMaNn. A great many cities have two post office buildings, 
is that not right ? 

Mr. SummMerrietp, That is correct. 

The Cuairman. And some lease space to cities or counties. 

Mr. Summerrievp. That is right, 

The Cuatrman. Or other Government agencies. 

Mr. SumMmerrieip, That is correct. 

The Cuarrman. That is true in my own town of Spartanburg. We 
have two post offices, the old and new post office. You have the same 
thing at Columbia, S. C., an old post office and new. Those old post 
offices, have they been sold or not? 

Mr. Summerrtevp. Of course, they are under General Services. 
We would not know. We were asked some time ago to survey all 
the prngesaes that had been purchased by the Government many 
years ago, back in the 1930’s for the purpose of building post offices, 
for rec ommendations of whether they were usable and practical today 
under today’s conditions and we have e appraised all those properties 
and have given a list to the General Services they could well dispose 
of because they would no longer serve the best needs of the Post Office 
Depar tment. 

Senator Monroney. Mr. Chairman, could I clarify one thing in my 
thinking? In your statement, the statement indicates that the whole 
building program is contingent upon the 5-cent first-class mail. Now, 
as I understood it, this $175 million a year additional yield from the 
5 over the 4 is generally independent of the building. You are 
leasing most of those buildings which comes out of the regular op- 
erating revenue and you have confidentially told me you are getting 
some very good lease deals at less than the present going rate for 
old and obsolete structures ? 

Mr. Summerrietp, That is right. 

Senator Monroney. I want to compliment you very greatly on 
some of the designs of modern, factory-type postal buildings instead 
of the Grecian pseudo- Roman architecture that bedevils the American 
scene so much in past public buildings, but this $175 million that you 
are talking about, that is only for equipment, is it not? 

Mr. Summerrievp. That is right. 

Senator Monroney. We get the buildings 

Mr. SUMMERFIELD. Research, engineering, and equipment. 

Senator Monroney. And if you divide it, and I just took your fig- 
ures of 12,000 lease and 2,500 Government own ned, making 14,500, you 
divide that into $175 million a year, you get $12,000 per post office. 

Mr. SummerrFietp. A good deal of that is modernization as well. 
All of these buildings do not have to be replaced—some will be modern- 
ized. 

Senator Monroney. This reequipping is not going to be for 3 years 
that you propose the 5-cent tax. This equipment ought to last about 
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20 years. The income-tax department would take a dim view of you 
writing off your equipment in 3 years’ time and for that reason, I do 
not see why the Government should be expected to pay for all of the 
cost of modernization out of 3 years of the 5-cent postage. We are not 
that poor. This isa capital investment. 

Mr. SumMerrietp. Senator, I assume that you recognize, even if 
you may for the moment have forgotten or overlooked the fact, you 
do not provide that, you only add to the deficit in the amount that 
you do not provide by additional revenue and we are already at $700 
million. 

Senator Monroney. But if you write off $175 million a year and 
say that is the Post Office operating deficit, it is wrong bookkeeping. 
It is not an operating deficit. No income-tax examiner in the world 
would let you get by charging that up to deficit and you know it as 
wellasIdo. But this is an investment and I say that the bookkeeping 
is cockeyed when you try and write off a 20-year investment as an oper- 
ating expense, which is the way the good Budget Bureau with all its 
double domes down there expect to do it and I think we better just 
try to get back to a realistic thinking at least and have a semblance of 
bookkeeping according to CPA accounting methods and those de- 
manded in private business by the Internal Revenue Service. 

I can see no reason for panicking us into a 5-cent postage stamp to 
provide for 20 years of modernization, probably 40 years, because 
you are 20 years overdue in 3 years’ time by loading that on to the 
first-class-mail users. 

Mr. SumMMerrFietp. Senator, may I just take a moment to make a 
few comments? I am sure that you agree that the 3-cent rate was a 
fair rate back in 1932? 

Senator Monronery. That went on as a temporary rate I might re- 
mind you. 

Mr. Summerrie.p. If it was fair, you must consider the depreciated 
dollar we have to use to buy our equipment, to pay every employee 
we have and as it has depreciated about 50 percent, if it was worth 
3 cents then, it ought to be 6 cents today. So, forgetting all about the 
building program, but just looking the facts in the face as they are, 
the rate has not been increased in relation to the increases in cost to 
the Post Office Department since 1932. That is the first thing. 

The second thing we are losing $700 million this current fiscal 
year and with the postal-pay increases, which I am sure are going to 
pass and if reasonable become law, we will be adding that, together 
with the rail-rate increases, approximately another $200 million to the 
deficit, making $900 million on which the taxpayers of this country 
are paying interest on borrowed money. 

So, disregarding the building program, merely on a basis of equity, 
if you consider this, then the rate should be 5 cents or more today. 

Now then, you add to that the need for modernization, the abso- 
lute vital menal modernization and the replacement of the post offices 
around the country. We have many of them that were built 20 and 
30 years ago in towns of the then population of five, seven, ten and 
twelve thousand people that today have 30,000 to 75,000 people. ‘They 
are built on pieces of land that do not permit any expansion of the 
building itself. Consequently, we have no dock space. We have no 
parking space and the expense that we have in connection with the 
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operation of that post office because of the lack of proper parking fa- 
cilities is substantially more than what it ought to be. 

Now, if we are going to look ahead, and of course, I think that 
is @ responsibility that we share together, and provide this great coun- 
try of ours with the modern- -postal sy stem that it should have and 
must thave, if we are going to cope with the added growth of volume 
of mail which is inevitable with the tremendous increase of popula- 
tion—as you recall our conversation a short time ago, somewhere 
between 170 million and 180 million people and before long, 200 mil- 
lion people and this volume of mail increases in exact proportion to 
the increase in population—we are going to be i In a position w here 
we cannot operate this Post Office Department in anywhere near 
effective a manner as we are today if we do not proceed with this 
program of building. och) 

It matters not, Mr. Chairman, or members of the committee, 
whether I am your postmaster or this group I have surrounding me 
here; the problem is one that is here and it is the accumulated result 
of 50 years of neglect of the Post Office Department. 

Senator Cartson. Right on that point, it does not make any differ- 
ence to you where the money comes from if you get $175 million a 
year, whether it is from this additional increase in 1 cent or whether 
it is from the Treasury of the United States. To you personally, 
you can do the same modernizing with the same amount of money but 
the point is, does anyone believe this Congress is going to vote $175 
million a year for the next 3 years or 5 years, ‘based on past history 
and I do not have the figures for 10 years—I have asked for them 
and I have not seen it—but it was $68 million last year and we thought 
it was a rather generous amount because I am on the subcommittee 
that deals with it. 

So the question gets to be, if we want to modernize and really do it 
as rapidly as we can, if they feel that Congress will vote this $175 
million a year, the buildings can go up just as rapidly. 

I would like to ask you this question. If we modernize, have you 
made any estimates, assuming that we had a real program of moderni- 

zation, how much we could save?’ How much would you save? Do 
you have any figures on that ? 

Mr. SumMerrFrevp. It would be very substantial but I cannot esti- 
mate it accurately because right at the moment we cannot give you an 
accurate figure of the cost of some of the new equipment. Some has 
been built and is operating today in the various laboratories and one 
is going to be installed in the Washington post office between now and 
the first day of June. Those pieces of equipment we can only estimate 
the cost but I can give you an example of what it means eventually 
when you have improved the operation of a number of the more im- 
portant post offices in the country with this modern machinery. 

We have a—and that is not by any stretch of the imagination as ef- 
fective a piece of machinery as some of those that we have now per- 
fected—a mail flow operation in the city of Detroit, which is a con- 
veyor type of operation which has greatly simplified the operation, 
greatly reduced the confusion and congestion within the office. Do you 
have the figures that were given by Postmaster Baker of the savings in 
that operation ? 

Mr. McKiesi. I think Mr. Kieb can probably give you that. The 
second half was implemented within the year, is that not correct ? 
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Mr. Kies. The first half of the installation during its first 414 
months of operation handled 114 million more pieces of mail with ap- 
proximately 6 thousand fewer man-hours, as I recall. 

Mr. SumMerrievp. We estimate that this type of equipment should 
pay for itself in less than 2 years. 

Mr. Kies. Four and one-half months. 

Senator Monroney. If it will save that much, it would seem to me a 
good case for the Appropriations Committee for the long range im- 
provement. I mean you are going to save this money, why load it on 
to the post: al users with 6624 percent increase in first-class mail in- 
stead of 33 

The CuatrmMan. We have this tremendous retirement fund. Why 
not borrow from that fund and pay a low rate of interest and pay it 
back on a long term. 

Senator Monronry. You are never going to keep up with this. 

The CHatrrmMan. We need new modern buildings and ought to have 
the other equipment too. Personally, I think the Government of the 
United States should buy them and pay for them and not pay a high 
rate of interest to some individual. 

Another thing you will find in various cities. Some communities 
will donate the land if the Government will build. Belton, S. C., is 
one case. They paid $5,000 for the land and gave it to the Govern- 
ment. Today it is worth about $12,000. 

Why should the Government lease this property? Private corpora- 
tions build their own in most cases. They don’t pay a high rate of 
interest. 

Mr. Summerrrecp. Most of them do. There is hardly a big mer- 
cantile establishment in the country that provides the capital to own 
and build tne properties in which they operate; there is hardly a 
small business in the country that does not operate in this way. 

The Cuatrman. Why do they do it? 

Mr. Suwerrietp. Because it is economical. 

The Cuarrman. From what standpoint do they do that? They 
do that on account of taxes and things like that. 

Mr. Sum™Merrrerp. Can I read something into the record, Mr. 
Chairman? I think it might be illuminating. 

The CHatrmMan. Very well. 

Mr. Summerrietp. Working with private investors. the Department 
has clearly proved the advantages of commercial leasing over the 
past 4 years. During that time over 2,000 postal buildings of gen- 
erally diverse use, specially designed by the Department, have been 
built by private enterprise for lease. During this period, over 8.8 
million square feet of newly constructed space was concluded in the 
Department’s rented space portfolio and during this time of rapid 
rising construction costs, the average annual rent per square foot 
of all leased or rented interior building space paid by the Department 
was reduced from 97 cents to 91.5. 

Over the last 2 years the Department has made studies comparing 
annual cost to the taxpayers of space in federally-owned buildings 
with rental paid for these leased buildings. Fourteen representative 
Federal buildings were studied to determine their annual costs brought 
to date and comparable to rents paid in 18 newly constructed leased 
buildings. For instance, Government-owned buildings provide only 
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55 to 60 percent of space utilization. They are traditionally monu- 
mental in design and especially built for Government use. They are 
self-insured. However, losses were not included in the comparable 
cost analysis. They are municipally tax free; land has been removed 
from the tax rolls and ofttimes one community pays the cost for an- 
other neighboring community. Being built by Public Works appro- 
priation, their construction has been of a slow process. Constructural 
maintenance is paid by the Government. Furthermore, Government- 
owned buildings are built for permanent occupancy and are not flexi- 
ble to changing conditions. 

Many times they become obsolete for postal needs in 20 to 30 years. 
Locations are frequently chosen to meet the needs of all tenant agen- 
cies, not just the post office. 

On the average, over an estimated 50-year life, 14 federally-owned 
buildings studied, calculating the interest rate at 314 percent, cost 
the taxpayer $1.30 per square foot a year. On the other hand, the 
18 representatives leased buildings studied show a space utilization 
of 85 to 90 percent. 

The Cuatrman. General, you are giving us here some of these old 
antiquated buildings that you have built and comparing them to 
your up-to-date buildings. We are going to build in a modern way. 
It is a question of whether or not the Government can own these 
buildings cheaper in the long run. That is the only question I am 
arguing and I contend that any State would be foolish to rent all of 
its schoolhouses in a State, all of the courthouses in a State and all 
things of that kind. I think the Government itself can really do 
this better. That is my position. 

Senator Cartson. Mr. Chairman, I do not want to pour cold water 
on your proposal, but I would remind you that the funds that go 
into the retirement fund that are collected annually, we have a set 
bond interest rate that the Government pays to take those bonds as 
part of our Government operations and if you take $2 billion out of 
there, the Government has to go some place else and get. $2 billion 
more. 

The Cuarrman. We would not have to touch a cent of that. We 
have $1 billion coming in a year from the retirement fund almost 
and just take it as it comes in. You do not have to touch a bond 
outstanding. 

Senator Carison. No, but you have to take every dollar that they 
are getting now—— 

The Cuamman. You do not have to touch a bond. You can let 
those stand as far as that is concerned. You do not have to touch 
those. 

Senator Cartson. You then will have to increase the debt limit, 
my friend. 

Mr. SumMerrFievp. I would like to make—— 

The CHarmman. I do not want to wait about 15 years. Starting 
out here the way we are going at the present time, it will take much 
longer. I want it done now. We have waited 20 years. 

Mr. SumMerFrevp. You do not need to wait.20 years. 

The Cuairman. You agree with me we have done fairly little in 
20 years 4 

Mr. Summerriecp. We started 414 years ago to prepare for this 
very program on which we are talking today and which this com- 
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mittee has under consideration and during this time we have designed, 
engineered, and built the kind of equipment that will go into new 
facilities that we have designed to meet modern demands of the mail 
system. We built 2,079 of them and we are res idy today to begin 
the construction for the important areas which are critically short 
of facilities throughout the United States, and can have this program 
going very substantially and at a greatly accelerated rate over and 
above our present program, which is completing 2 new post offices 
every day within 60 days from today, if you really want a rapidly 
accelerated program throughout the United States. This is the 
program we have spent 414 years getting ready to do. 

The Cuamman. Like the Senator from Oklahoma mentioned, that 
is entirely different from the money you are getting from the addi- 
tional 1 cent. You are only getting equipment there. 

Mr. Summerrrevp. I am sure everybody is sensitive to the fact that 
just as a matter of days ago, hardly more than hours ago, the Congress 
of the United States was asked by the administration to authorize 
an increase in the national debt limit from $275 billion by $5 billion. 

We are talking about $2 billion here where private capital can be 
utilized in the best American tradition in the various communi- 
ties where these buildings are to be built and leased to the Govern- 
ment at a very low rate, lower than we can actually build for ourselves 
with directly appropriated money by the Government. Now, when 
you consider those basic factors, plus the fact that of this first-class 
rate that we are talking about, and we are all interested in our con- 
stituents back home, and I think I have a little more than any of you 
in my job, I have to represent all of them, between 75 and 80 percent 
of the first-class revenues are received not from the American home 
but from American business. 

And everytime that the American taxpayer spends $2 more in 
postage, his saving in taxes is about $8, so this principle where the 
people who use the mails should pay for them, I think is a sound and 
proper one and one that has been overlooked for too long a time. I 
think the tax burden in this country today on the average American 
taxpayer is all that he can possibly withstand. 

The Cuarmman. If you had followed my advice though, you would 
have about $50 million off your debt at the present time. 

Senator Monroney. Mr. Summerfield, if you follow that line of 
reasoning, that the massive use of first-class mail is by business, you 
would not contend business is going to absorb this increase? It is 
finally going to come back to the taxpayer and consumer anyway. 
It is all ] part. of the cost of doing business and finally. John Q. Public 
is going to pay whatever increased cost there is in labor, ‘whether 
it is in mail, rent, or light, or anything else. 

The Cuatrman. I think the longer you put it off, the more you are 
going to have to pay for it too. 

Mr. SumMerrterp. The costs are not always passed on to the public. 
The question was raised in the hearing the other day, Senator Mon- 
roney, whether or not there was a net loss in taxes to the Treasury 
Department as a result of the fact that rate increases would go up 
and the business corporations, the great users of mail, would receive 

52 percent. Let me give you an example with no prejudice, just a 
little example. 
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Here is a magazine (indicating) that up until not too many months 

ago got six-tenths of a cent in postage. But since that time, they 
have included advertising in this magazine, at the cost of 1.1 cent, 
making it 7.1. Adjusting that figure to the new rate, at which this 
present legislation is before you and which you are presently con- 
sidering, would bring it up to 1.7 cents per copy postage rate. The 
increased cost of this particular publication went from 25 cents to 35 
cents. Now, if my arithmetic is correct, that is 10 cents. So I ask 
you—— 
" Senator Monroney. Every magazine is putting its subscribers on 
notice they are going to raise X dollars in circulation while we raise 
probably 2 or 3 cents on the issue of the magazine. But, I want to 
get back to another subject. 

Senator Proxmire. Let me just interrupt. I would like to say Mr. 
Summerfield has made your point brilliantly and beautifully. He has 
pointed out the fact if you are going to increase postal rates this way, 
you are going to get a far greater inflation, which is going to hit the 
average taxpayer much harder than the postal subsidy. 

Mr. Stu erFrevp. Oh, no. 

Senator Proxmire. This example here—— 

Mr. SumMeErrietp. That is second-class mail. 

Senator Proxmire (continuing). 1.7 increase in postal rates and a 
10-cent increase in the per-copy cost. 

Mr. Summerrtietp. That is the thing with this particular magazine. 
My discussion with the Senator, Senator Monroney, was talking about 
the first-class rate which this type of thing is not involved in. ighty 
percent of first-class mail originates in business houses of the country 
and not in the American home. 

Senator Proxmire. The same thing increases their prices. 

Mr. SumMerFteLp. Not in proportion. 

Senator Monroney. The utilities, I doubt if they will, but they 
might still use the mail service for billing their customers under first- 
class mail and that would go into the rate base just as sure as the 
increasing of the cost of the raw natural gas goes into the cost of fuel 
or electric power and it would be just a pat argument for raising any 
utility rates. It goes all the way through. If your mail costs in- 
crease, it leads to increases in even those that are franchised and under 
public regulation. They can come before the public bodies and de- 
mand an increase because of their increased costs, and certainly it is 
going to be passed on; whenever the man is in the red by a few thousand 
dollars, he is going to pass that increase on. It is only good business 
to clo so, 

Mr. SummeErrietp. Would you follow that argument to the logical 
conclusion which would be to reduce the rates ? 

Senator Monroney. I would not reduce the rate. I am trying to 
find a reasonable elevation of the rates that will help us wipe out a 
portion of the deficit as much as we can without unduly penalizing at 
one fell swoop—actually, we are talking about giving the periodicals 
an increase in easy stages—we do not do that when we put 6636 on first- 
class users. We give it to them in one rap and I think we ought to 
get to the more important subject, which has been terribly thrilling to 
me and that is what you said on the 414-month trial run in Detroit 
that saved 600,000 man-hours; is that correct ? 








550 POSTAL RATES 


Over a period of a full year, you would probably save, then, 180,000 
man-hours in one post office ; would you not ? 

The CHairman. With increased volume there, too. 

Mr. Kies. It would amount to about $5 50,000. a year if that saving 
can be projected continuously. 

Senator Monroney. $50,000 a year. 

Mr. Kres. Reduction in cost. 

Senator Monroney. That would be $6,000 for the 414-month trial 
run; is that not correct? 

Mr. Kies. Well, $14,400, three times that, $50,000. 

Senator Monroney. That is in one office alone. 

Mr. Kies. That is in one large office. 

The Carman. You had increased revenue duri ing the same period, 
too, did you not? 

Mr. Kies. This handled an increased volume but the revenue re- 
mained the same during this. 

The Crarrman. If you had an increased volume, you also had an 
increase in the revenue. You could not have an increased volume 
without an increase in revenue. 

Mr. Kirn. Senator, this did not result in anyone being laid off. 
This was research. 

The Cuarrman. Post oflice revenues were increased. 

Mr. Kies. The volume of revenue 

The Cuarrman. Increased. 

Mr. Kies (eontinuing). Was growing steadily and one year as 
against the other, this operation handled about 114 million more pieces 
of mail during that period than in the previous year. 

The Cuatrman,. I know it; I know that, but how much more did that 
bring in? 

Mr. Kies. I could not tell you, sir. 

The Cuamman. If you bring in that much more revenue and then 
reduce your man-hours 

Mr. SummMerrievp. It did not change the volume, simply handled it 
with less man-hours. It did not change the volume of mail. We have 
no control over that. 

Senator Monroney. Increased volume of mail if you had fewer 
man-hours. 

Mr. SumMerrievp. We had a constant flow of mail. 

Senator Monronrey. What we are saying is that you have not only 
saved 6,000 man-hours with which you handled the normal volume, 
you were able to add several million pieces to it, so your net savings 
for that 1 office in a year would be far greater than the $50,000 
figure that you gave me. 

“Mr. Kren. What it means is that we could handle an increased 
volume of mail with that machinery with fewer man-hours. I be- 
lieve we did not actually reduce our expenses in this pilot operation 
because we did not reduce our payroll. The people were taken off 
this job and put onto something else. 

Senator Monroney. You did not put them on leave ? 

The Cuarrman. You would have had to hire somebody else. We 
are talking about if you had an increased volume, if you had about a 
4- or 5-percent increase in volume in that particular post office during 
that year. 
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Mr. Kies. Mr. Senator, there is no question but what this mechani- 
zation program, if it could be applied across the country, which this 
program would do, would make it possible for us to handle the 
steadily increasing volume at considerably less additional cost than 
otherwise, but we have to get the investment in there first. 

Senator Monronry. How much would it save you? What is your 
guess, if you were able to completely modernize all the big post 
offices # 

Mr. SumMerrrevp. That would be strictly a guess, and I would not 
want to mislead you. That would be strictly a guess. 

Senator Monronery. It would run in the neighborhood of several 
million dollars a year, would it not ? 

Mr. SuMMERFIELD. Yes, I think that is right. 

Senator Monroney. If it is such a good investment, why don’t 
we go to the Appropriations Committee and say that. we want to cut 
down our overhead here. We want to modernize like any business 
would do. They would not come in and say raise our prices for 3 
years because we want to modernize in order to get our payroll down. 
They would try to figure if we do this, then we will cut our payroll 
down, and it will be a good investment. 

Mr. Summerrtetp. As I said before, the 5-cent rate is completely 
justified on the basis of costs of operating the Post Office Department 
if you were to completely disregard the modernization program, com- 
pletely disregarded the building. The costs of first-class mail have 
gone up since 1932 in excess of 100 percent. 

Senator Monroney. But you are presenting this extra penny and 
even proposing to earmark it for 3 years for the sole purpose of mod- 
ernization and what I am arguing is let us don’t make the postal users 
pay for something in 38 years which in the long run will probably 
yield the greater profit to the Post Office Department i in reduced ex- 
yenditures over a period of 20 years, so it just does not make good 
eect practice. 

The Cuatrman. The Senator from North Dakota. 

Senator Lancer. Mr. Chairman, we have a Republican luncheon at 
12:30. Weare already late. 

The Cuarrman. I am running late, too. 

Senator Lancer. I understand you Democrats do not eat, but we 
Republicans do. 

The Cuarrman. Oh, yes, we do. We haven’t got that hungry yet. 
We hope the administration won’t make us get that hungry either. 

Senator Lancer. When do we meet tomorrow / 

The Cuarrman. The subcommittee will meet in the morning at 
9: 15, in executive session. 

Senator Lancer. Before Mr. Summerfield leaves. I was not satis- 
fied with his reply to Senator Neuberger. He gave an Amos-Andy 
reply. He said “yes and no” and I wonder, before you leave, if you 
could elucidate on your answer to this question ? 

Mr. SumMeErFIELD. We need 5 cents. 

Senator Langer. You said “yes and no.” He asked you if you 
needed 5 cents and you said “yes and no.” 

Mr. SumMerrietp. Because I made the allowance, Senator, in case 
it was the will of the Congress not to do it this way, that Congress 
could go to the Appropriations Committee and ask them to appro- 
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priate the money directly for that purpose. That was the reason be- 
cause we must go on with this program, and we must have one or the 
other. The most preferable way is the program we have recom- 
mended, based on our experience. | 

That is the reason I said “yes and no.” I did not want to foreclose 
the fact that there were other routes that the Congress could take to 
provide for modernization. 

Mr. Chairman, it has been a real pleasure for me and my associates 
to appear before the committee this year and discuss this all-important 
rate problem. I want to thank you all for your very courteous atten- 
tion and carefully thought out questions, and I hope that we have 
provided you the necessary information so that you can recommend 
the legislation that we proposed. 

Senator Lancer. I want to thank the Postmaster General for com- 
ing here. 

The Cuatrman. I know I speak for the whole committee when I 
say we certainly thank you for coming here to give testimony and 
to answer questions. 

Mr. Sum™errtevp. Thank you. 

The Cuatmrman. I would like to announce that Thursday. Febru- 
ary 20, is the deadline for further statements and communications. 

Thank you all very much. 

The hearing is adjourned. | 

(Whereupon, at 12:50 p. m., February 18, 1958, the hearing was 
adjourned. ) 





APPENDIX 


(The following material pertaining to the hearings has been ordered 
to be printed by Senator Johnston :) 


Unitep States SENATE, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
: June 17, 1957. 
Hon. ArtHur E, SUMMERFIELD, 
The Postmaster General, 
Washington, D. C. 


DeAR PoSTMASTER GENERAL: This year, as never before, the committees of the 
Congress dealing with postal affairs are burdened with the tremendous respon- 
sibility of developing proper postal policy legislation and deciding on equitable 
postal rate structures. For this reason, I believe it is necessary for our com- 
mittee to have certain additional information which is not now available in 
the reports issued by your Department. 

Specifically, I refer to tables 100 and 100—A of the 1956 cost ascertainment 
report. Table 100 has now taken the form of the Depurtment’s budget upon 
which to base rate increase requests. Column 8&8 of that table represents the 
costs for each class of mail after adjustments have been mace to the original 
costs allocated under the cost ascertainment system. 

First, I would like you to provide me with a new table 100—A to which has 
been added columns 7, 8, and 9 as shown in table 100. It seems to me alto 
gether proper that table 100—A should tie in completely with table 100. 

Second, in the case of the second-class mail portion of table 100—-A, I would 
like you to provide me with a detailed analysis of how your present rate 
proposals would affect each of the subgroups. Since those subgroups are care- 
fully delineated for the guidance of the Congress, it is necessary to see how 
rate proposals would affect each individually. 

Lastly, up until a few years ago, the cost ascertainment report used to con- 
tain data concerning various weight groups within second class. I would very 
much like to have a report from you showing the costs and revenues by weight 
groups consisting of up to 2 ounces, 2 ounces to 4 ounces, 4 ounces to 8 ounces, 
8 ounces to 16 ounces, and over 16 ounces. In view of the concern in many 
quarters of the inadequacy of the second-class rate structure itself, this in- 
formation is extremely important. 

I hope that you will be able to supply me with the requested data at the 
earliest possible moment. 

Sincerely yours, 
OLIN D. JoHNSTON, Chairman. 


Post OFrFIcE DEPARTMENT, 
ASSISTANT POSTMASTER GENERAL 
BUREAU OF FINANCE, 
Washington, D. C., July 8, 1957. 
Hon. O1L1n D. JOHNSTON, 
United States Senate, 
Washington, D.C. 

Dear SENATOR JOHNSTON: This refers to your letter of June 17 addressed to 
the Postmaster General requesting certain information in addition to that avail- 
able in tables 100 and 100—A of the cost ascertainment report for 1956, and to 
the Postmaster General’s reply of June 19 advising that your letter had been 
referred to this Bureau. 
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Enclosed is a table corresponding to that portion of table 100—-A relating to 
second-class mail and including additional columns 7, 8, and 9 corresponding 
to table 100 for the subclasses. 

We are also enclosing a tabulation showing the estimated additional revenue 
from rate increases on publishers’ second-class mail as proposed in H. R. 5836 
for each of the subclasses. 

With reference to the third request contained in your letter we are enclosing 
a statement of the estimated revenue from second-class mailings by weight 
groups consisting of up to 2 ounces, 2 ounces to 4 ounces, 4 ounces to 8 ounces, 
8 ounces to 16 ounces, and over 16 ounces, together with the estimated pieces in 
each of these weight categories. Since the time data concerning these various 
weight groups were discontinued in the cost ascertainment report the data have 
been collected and developed by subclasses according to type of publication. 
Much of the data are consolidated by the individual post offices accounting 
for large volumes of second-class mailings. Total developed costs for second- 
class mail are assigned to the subclasses on the basis of segregations of costs 
to per piece, per pound, per cubic foot, and per cubic foot-mile elements, and 
application of these data to the related total volumes for each subclass. No 
data are available as to the cubic foot volume or cubic foot-mile volume by weight 
categories enumerated in your letter and extensive analysis and recomputation 
of data would be necessary to an estimate of costs by weight categories. 

I hope this will serve to answer the questions raised, but if not, I shall be 
only too glad to supply further information. 

Sincerely yours, 
Hype GILLettTe, 
Assistant Postmaster General. 


Estimated additional revenues from rate increases on publishers’ second-class 
mail proposed in H. R. 5836 


| 
Pound rates | Estimated 
_| Minimum total 
piece rate increase 


Type of publication 


| July 1, 1957 | July 1, 1958 | July 1, 1959 | July 1, 1960 | 


Exempt publications ___- Fos i 
5 percent or less advertising. __| $96, 842 $212, 983 $329, 165 $445, 331 





| $241,000 | $686, 331 
Daily newspapers ! sas | 1,847, 276 3, 816, 634 5, 792, O81 7, 862, 970 155, 000 8, 017, 970 
Newspapers other than | 
dailies '__- 231, 495 362, 523 554, 906 749, 870 329, 000 | 1,078, 870 
General interest magazines_.._; 4, 211, 744 8, 810, 224 | 13, 384,082 | 17, 921, 380 51, 000 17, 972, 380 
Agriculture, business, and 
professional magazines | 960,906 | 1,971,027 | 2,979,541 | 3, 984, 139 105, 000 4, 089, 139 
Religious, educational, and 
welfare publications... .- 19, 045 39, 250 | 59, 445 79, 647 69, 000 148, 647 
Exempt classroom publica- | 
tions re ee eee ae 
ND a i cikbadicinainnarincine 7, 367,308 | 15,212,641 | 23,101,220 | 31, 043, 337 950, 000 | 31, 993, 337 





1 Newspapers with circulation of 5,000 or less are exempted from pound rate increases. 





268 *LT | PPE S “S1} 99F “LT) SEL ° ‘Z| OS'S | 969 6F8 Z9L ¢ G98 ‘69E 9 1839.L 


£9 60L 6 162 % a SIL % £ | SRS Sth ‘6b ---guorprarjqnd wioossey ydurex gq 
cI | 269 Ler Z% ce $06 ‘6 OF Ist | SLT ‘cg VIBJ[AM PU ‘[BU TPVOLIPS ‘SQUYTAI[PY | 
196 9E8 ‘ST Z19 ‘8 : OL 620 TET 622 PPE “OS CFR ‘9 99 | 040 ‘[uuvTssajoud ‘ssouysnq ‘any[noway 
629° ‘Te 996 ¢ 668 16% ‘62 Itt | OLS LSP “E) § ‘Tl ~~~ ~qsotoquy 
| [vigues Jo s[vorp yied )«=puB SseUulzEsLIN 
962 § ggg 916 EFS ‘TES coe ole % ‘189 | Sat[[tp UvYyy 19499 Sied*.ds MON 
900 <4 iI , ; z28 CEI ‘eee | Sle SOF ‘FT ‘pic ‘T} siodeds mou AlIvd 
90Z 669 “€ SE * a Log *¢ 8 ’ 66 ‘R92 ZUISILIVA PB SSay 10 quaoied ¢ | 
saqei ouoz UOJ) yduaX | 


Loe$ 000 ‘ZZ ; 96E$ 990 ‘OFT oses 


enue enue enue enue enue anue enue 
-AdY -A0Y saad -AdY SHI -AdY saad -AdY saad -AdY $9001 J -A0Y Sad 


SaOUNO F 09 Z ssa] 10 SaNUNO Z uopjeoqnd jo ed4 5 dno 
win ur i 
“quad $7 78 PItd [e3O.L 


SvdUMO OT 1AAQ sso0uno 9[T 638 ssouno it 
saqel punod ye pred 


(spunpsnoy)) 996] pati pps yf “spyDian fiq SHhurptDU S8D)]I-PZ mo. INUIAIL PIPDULIISS jtDU $$D)I-PZ prod SLaysyqnd 








POSTAL RATES 


556 


‘ulvysAs UOTPNpep [[O1ARd 9Yyd 10) pus ‘AaIsTAe4 COTO 



















"Sse ysod ‘year Aqeued soo ysod 40; 962'Szz‘ I$ jO Salng;puedxe paUuorjsodde sepapouy ; 
pZ OF e[qresivyo seanjipusdxe [ej10} payndur10d ay} JO UOTRS01308 AAOGE 9, —ALON *S00} UOTIBOT[dde sselo-pz UOT PER‘ZOI$ SOP. POUT 9 IUeAIY 
| | | 
449 ‘699 ‘10T} eb ‘OSs “LOT Teh ‘099 ‘291 —| 820 ‘OTe ‘69¢—| Teh 66% | 000'ZOLE | 61G‘190‘LI | IZ ‘ZI ‘BIG s | VAL ‘088 ‘99 |" nn--o nono nemo rem seerocenn o> ET SBI DS “WEIL 
“20e ‘209 ‘2 202 ‘L09‘L | PbS ‘bEO ‘9— | ope ‘ret ‘$1— | 996 ‘eT 1 ooo ‘ses | 9¢6‘ses | FoR a. foo" SRAT ETS “(ssejo pz) AyuUNOA Uy d44 
(820 ‘Z28) | 820 ‘ZL8-+- a * am “| $20 ‘ZL8 | he . ““"@2C8 WLIO} ‘peuinjes st/ysiqnd 
621 “E29 S68 ‘212 'E | GBIF 'SIb— | 869 ‘60 'I— | 296 ‘Of | 026 ‘861 Z68 ‘O16 ‘E 992 ‘240 ‘S| 7% : juojsu 
P6E ‘6PE “b6 | PES ‘Ste ‘981 89F * 264 ‘Oot —| o98 ‘on ‘We—| £e9 ‘BL 9% | 000 ‘E92 '% | E18 “120° ot OUP ‘Z6P ‘008 OFF ‘926 ‘T9 | an “; SsBpo pz ,ssoystiqnd pred [RI0,7, 
269 ‘892 6FF ‘GOL FEL ‘T ZL ‘I— | Teh ‘066 ‘I— | 096 ‘LT 000 ‘6LT | 0b ‘II 928 ‘8IF ‘Z ZOL ‘OFF Sena fee eee “suoTyear[qnd wWoojssepo yWuex gy 
21 ‘86 S19 ‘269 088 ‘O89 ‘T— 400 ‘LI ‘Z— 928 ‘IZ “""| OTL ‘821 6SP ‘82% ‘% 16F ‘661 i ae “suoyzworiqnd d1B[IM “[BUOTIWONPe *SNOIS[OY 
L¥9 ‘892 ‘ZI | Zee ‘Shr ‘BI | L9Z‘8IZ‘SI— | FIG ‘LE ‘St— | oBZ ‘99% Pee ZLS ‘FO ‘T Zvz ‘ZSL ‘OF abate te "099 ‘Ts wolssejoid sseuisng ‘ainj[noyiay 
006 ‘009 ‘62 | 290 ‘F2Z ‘09 | hz ‘826 ‘Ob— | THT ‘68S ‘0L— | 969 ‘BRL | LOL ‘666 ‘b | 000 ‘6ZF ‘S6 aah “s[eorpoliod puB souizeae Wy 
802 ‘LL ‘L Z6L ‘OZ ‘OL | LEP ‘960‘9IT— | OLT ‘$98 ‘Ez— | SEO ‘ZEZ | 860 ‘OZ ‘T 809 “FOR “bz se | : e ‘SOUTTEp uny} Joyj0 ssadedsMaN 
Gg ‘6LE tf ‘86 ‘Lb | O88 ‘919 ‘ZE— | FIP ‘966 ‘SO— | OST ‘EO | 619°L90 *F 999 ‘288 “GL T10 ‘809 ‘FT oe 3 siodeds mou Ale 





40 JUVOJed ¢ 
qnd ydurexg 
‘SSBID PZ 





‘pze‘o | iee‘rog*c— | g69‘ELL‘6— | S10 ‘06 


‘L¥8 G1 ‘882 ‘OL 681 ‘ZOL ‘T eee ““BUIS}}IVA PB JO 8 
‘OLE TIS) 89F “EZL ‘8IS—| 060 ‘ZHO “SE$—| O20 ‘GIES 000 ‘FFI % 5 : 


¢‘6tl ‘€$ | TOC ‘SLO ‘RSS | TSO ‘SCT ‘S$ Oy ye 









229 8If “9S 











| 
| (31 ped) 
| pepeyer su0joRy soouedR 
(¢—t+E—-z2 | Ajoum 4800 10 queUL 
s}usUul S1OJOVJ —[‘sjoo) | Jou sjsoo onNudAel | -UIVAOF) 
enuvAadl ur] = ~eapnbed aqiaurquy (—) Aouer pesvoiouy OT Alas Jayyo Aq | Seingypuedxe senudAdl 
AQUIGoC] onuesal 40} $3809 Jo “yep io | oqndg pred sysop | Aseje3pnq [FOL S]AIIS PUB SITE IAL 
10} $4800 UOTWIOT [Bat (+) ssaoxe | pe BooITy 
peisn{py poyeullysy pue-Iee x i ee 








SuOT}]ppB 
| 


aNUIAd JO 4soo ABJoSpnquON | 
| | 





9961 «val poosyf ‘s7uNn0990 Juawmjuvdaq 


IYO 189 UL patssva jou ssojovf yoayfas 07 Aavssadau syuamjsnlpo yy prow ssnja-pg fo sassvj2qQns 07 81809 pun sanuaaas fo uOYyDvbashas papinjad] 








POSTAL RATES 


PoRTLAND, OrEG., December 13, 1957. 
Hon. OLtIn D. JOHNSTON, 


Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C.: 

Regret inability to attend postal rate hearings December 11 and 12 under 
your chairmanship. Know you will appreciate and understand reason for my 
absence because Roads and Highways Subcommittee of Senate Public Works 
Committee, on which I serve, is holding hearings the same 2 days in Portland 
and Seattle on forest access roads and trails. This matter of vital importance 
on entire lumber industry, generally, and to State of Oregon in particular. 
Would appreciate greatly if you could include in hearing record statement on 
entire issue of postal rates which I presented to special committee of the Oregon 
Newspaper Publishers Association in Portland on December 6. Season’s greet- 
ings and best wishes for a successful hearing. 

Dick NEUBERGER, 
United States Senator. 


STATEMENT BY SENATOR RICHARD L. NEUBERGEG, OF OREGON, MEMBER OF SENATE 
COMMITTEE ON POST OFFICE AND CIVIL SERVICE, TO MEMBERS OF OREGON NEWS- 
PAPER PUBLISHERS ASSOCIATION, IN PORTLAND, OREG., ON DECEMBER 6, 1957 


I am happy to have this opportunity to discuss with you the pending postal 
rate increase bill now before the Congress. Undoubtedly, you are generally 
familiar with the proposals in H. R. 5836. They call for substantial increases 
in the rates to be charged for the several classes of mail. But before discussing 
with you the proposals and philosophy contained in the new postal rate increase 
bill, | should like to review, in a broad way, the indispensable place the post 
office has in our economy and the close, personal importance it holds for 
each of us, 

Qur postal service bas had a vital part in the growth and development of 
America. History records the fact that the postal service was substantially 
responsible for the creation and growth of our merchant marine; that the 
fundamental need of our people for adequate postal service contributed heavily 
to the growth and development of our vast system of railroads. Until recently, 
our postal service provided substantial subsidies essential to the growth and 
development of the airlines. If there is any question in your mind having to 
do with the vital part the postal service contributes to the continuing operation 
of the railroads, we need look no further than the frantic protests raised when 
a branch rail line is proposed to be discontinued as a result of the cancellation 
of an existing mail-carrying contract with a railroad. 

Beneficial postage rates have given many an infant business its start in 
life to grow, to employ people, to pay taxes, to help make America strong and 
great. Fair postal rates have greatly aided in making Americans the best 
informed people on the face of the earth, have broadened and strengthened 
our cultural and spiritual heritage. There is no doubt in my mind that the 
postal service of the United States provides a tremendous bulwark to all the 
many phases of our national life and, as such, is an essential public service. 

The 83d Congress, in 1954, gave full confirmation to the public service con- 
cept when the Senate Post Office and Civil Service Committee, under the leader- 
ship of Senator Frank Carlson, Republican, of Kansas, through its advisory coun- 
cil, declared: “The Post Office Department is fundamentally a public service 
to the people of the United States and should be so considered.” 

More recently this year, under the leadership of Senator Olin D. Johnston 
(Democrat of South Carolina), a Citizens’ Advisory Council filed with the 
Senate Committee a substantial and detailed report entitled “The Post Office 
as a Public Service.” The Council declared its finding that the total public 
service values that could be definitely pinpointed in cost figures, were greater 
in total than the deficit stated as having been established by the Post Office 
Department for fiscal year 1955. It is in the area of public service, in the identifi- 
cation and cost of the several items of public service, that we come into bona fide 
conflict with the present administration and its postal philosophy. 

The present Postmaster General has referred to the Post Office Department 
asa public utility, or as a business which should be fully self-supported through 
postal fees paid by users of the mails. That sounds fine as a superficial theory 
until the Postmaster General’s theory runs head on into the practical considera- 
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tion of the large deficits on specific public-service items for which the Congress 
has declared low beneficial postal rates. 

For example, the hundreds of nonprofit magazines and newspapers of this 
country have a large annual circulation. They serve principally religious, 
fraternal, and scientific groups. These publications incur a postal deficit of 
approximately $50 million per year; i. e., the difference between postal revenues 
and allocated expenses. In the several rate bills proposed by the present admin- 
istration since 1952 there has been no effort made to increase the below-cost 
postal rates on this type of publication. It is my belief Congress was wise in 
authorizing beneficial below-cost postal rates for such public service cultural 
publications. But, when questioned on postal revenue losses in this area of 
service, the Postmaster General has been distinctly evasive. To be con- 
sistent in his contention that the Post Office Department should he on a pay- 
as-you-go basis, why has the Postmaster General not asked for substantial in- 
creases in postal rates for this particular category of mail? The Postmaster 
General’s testimony to Congress gives clear impression that he feels these losses 
from below-cost postal rates in the public service should be borne by other mail 
users through excessively high postal charges. Such a policy is practically 
punitive in its effect, particularly on small business. I don’t think we have 
reached a point in this country where we are going to ask businesses—which 
must make a profit or perish—to underwrite such public service postal losses, 
particularly as such nonprofit publications compete for advertising with the 
‘“in-business-for-profit” newspapers and magazines. 

Another type of desirable public service in the field of publishing, which has 
substantially contributed to our national advancement, is the free-in-county 
newspapers. These cost the post office a net revenue loss of approximately $14 
million a year. To be consistent in its “pay-as-you-go” philosophy, the Post 
Office Department should charge full cost for this kind of service. But, to put 
that service on a pay-as-you-go basis. would sound the death knell of many 
of our fine and valuable county newspapers. There are many other types of 
public services which could be enumerated to emphasize the point. 

Rural free delivery is one of these. Rural free delivery was established in 1896. 
Today it serves approximately one-fifth of the Nation. Rural free delivery 
earriers deliver mail to more than 35 million of our people, to our approximately 
91%4 million farm and suburban families. This year, the Citizens’ Advisory 
Council reported that approximately $95 million was the cost of the public-wel- 
fare service provided in rural free delivery. Were the Post Office to insist on 
a pay-as-you-go basis for rural free delivery, farm families would pay much 
more for postal service than they do now. Frequently it costs 10 times more to 
deliver a letter on a remote rural route than in a crowded city. The rural free 
delivery system was established to provide our farm and suburban folks with 
benefits equal to those of the city dweller. Without rural free delivery, families 
in lonely rural areas would be heavily penalized. 

Consider, too, America’s parcel post service which annually carries upwards 
of a billion small packages to even the most remote regions of our country. 
Parcel post is a constant and personal part of the life of each of us—business- 
men, farmers, householders. We're all particularly aware of that fact right 
now in sending and receiving our Christmas packages. 

But the essential national function of parcel post, a self-supporting- service 
with rates set by the Postmaster General and the Interstate Commerce Commis- 
sion and not by Congress, is being curtailed. 

Throughout the Nation’s legislative history in the development and growth of 
our great postal service there is constant, frequent reference to the fact that 
adequate postal communication should be provided to all Americans, everywhere, 
without primary considerations of cost or profit to the Government of the United 
States. Postal service has always been considered primarily and basically a 
vital public service. 

These examples are cited to demonstrate the fallacy of the present adminis- 
tration’s philosophy that the post office is a public utility, or should be con- 
sidered as a business on a pay-as-you-go basis. Carrying the administration’s 
philosophy to the ultimate would mean that we would have to pay much more 
for postal services. Such higher postal rates would be manifestly unfair in 
many respects, because the ordinary mailer would thus also be carrying the 
burden of losses on public-service items. Or it would mean the elimination of 
uneconomic operations as is the practice in private business which, in turn, would 
deny many of our citizens an adequate mail service. 
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I am not afraid to vote general taxes to help make up any postal operating 
deficit which is due to an adequate and efficient postal system which serves the 
American public at fair and equitable rates. Our Federal Government consists 
of some 10 major departments and hundreds of lesser bureaus. There is no valid 
reason why the Post Office should be singled out for operation at a profit while 
all the others can incur large deficits which amount up to many billions of 
dollars. 

Postal rates could be raised to a point where they hampered and choked off 
many legitimate business undertakings. This might be necessary for a profit- 
making postal system. Yet would it be wise? 

I have not subscribed to the so-called Hoover Commission theory that those 
who get governmental services should pay for them. It sounds persuasive. When 
adapted to our postal system, it demands stiff rates from certain users. Yet, 
apply it to other spheres of government, and see what happens. 

Would not this theory exempt from school taxes all families without children 
of their own? What about local fire protection? Would not the Hoover theory 
result in billing a household for turning out the hook-and-ladder to douse an 
attic fire? If an elderly woman faints on the sidewalk, should her family be 
billed for the hourly wages and motor-vehicle costs of the patrolman who drives 
her to a hospital or doctor's office? These are questions implicit in the whole idea 
of “those who get governmental services should pay for them,” 

I consider the post office a service institution. Il want revenues to be as near 
as possible to postal costs and expenses. But I do not want a false standard 
raised for fusing these two areas. We could balance the postal budget at the 
cost of impairing the Nation's economy, particularly to the detriment of the 
less-favored users of our mail system. 

You have commented considerably, pro and con, in your columns on the current 
postal-rate controversy. I know the American Newspaper Publishers Association 
has declared it wants no subsidies, and that the association has resisted postal- 
rate increases until publishers may know precisely what the costs are. Un- 
fortunately, much of the Post Office Department propaganda has found its way 
into newspaper columns. Much of it is so misleading that the average American 
finds it difficult to arrive at a sound judgment. For example, the Postmaster 
General has frequently referred to the fact that the Post Office Deparment incurs 
a $250 million annual loss on second-class mail. Second-class mail, as you know 
is the category including newspapers and magazines. 

Recently, in a nationwide telecast, Mr. Summerfield said that the loss on 
second-class mail amounted to $250 million per year, and further commented that 
“the newspapers are responsible for a small portion of the total loss of second- 
class mail.” In short, he placed most of the blame squarely on the backs of the 
magazine publishers. But what is the actual truth? 

In the cost-ascertainment report for 1956, the Post Office shows the total loss 
on second-classe mail as amounting to $269 million. Of this loss, the newspapers 
account for approximately $104 million, and that is making no allowance for 
that portion of exempt publications which is used by newspapers. Despite Mr. 
Summerfield’s statement that the newspapers are responsible for a small portion 
of this alleged loss, his own accounting facts reveal that they are responsible for 
approximately 50 percent of this alleged loss. I do not make this statement as 
being critical, in any essential, of our newspaper industry but, rather, as show- 
ing the confusion that exists in the public mind as a result of misleading informa- 
tion and inaccurate statements. 

I referred to the $269 million as an alleged loss. This alleged loss, and others, 
are based on mere cost-ascertainment determinations, and the Post Office Depart- 
ment has repeatedly warned the Congress that to use cost ascertainment ex- 
clusively as a ratemaking device, is a fallacy. Accordingly, the Post Office 
Department has modified cost. ascertainment by making certain provisions for 
the usual allocation of costs based on standard ratemaking factors, such as 
priority and preferment of service, value of product, ability to pay, and other 
intangible factors. When this formula is applied to Post Office Department costs, 
an amazing result is revealed. The alleged second-class deficit of $269 million, so 
glibly asserted by the Postmaster General in publicity statements, suddenly 
shrinks to $102 million. That is a reduction of $167 million, and the $102 million 
still remaining includes many items of public service for which the Post Office, 
itself, has requested no increase. If second-class mail is to be placed on a pay-as- 
you-go basis, then many publishers of newspapers and magazines would be re- 
quired to foot the bill for much free and privileged mail, some of which is in 
direct competition with your industry. 
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The forthcoming session of the 85th Congress will see great pressures being 
exerted for the enactment of a postal-rate-increase bill. This, undoubtedly, will 
be used by the administration as a basis for approving Federal and postal em- 
ployees’ pay increases. I am thoroughly opposed to linking pay increases with 
rates, for it doesn’t make sense. 

There are now over 2 million employees in the Federal Government. Approxi- 
mately one-fourth of these work for the Post Office Department. Is it the ad- 
ministration’s contention that mailers, through increased postal rates, should 
bear the brunt of employee pay increases for the entire Federal Government? 
Certainly, the Federal Government is not asking for increases in visitors’ fees 
to the national parks, for increases in Patent Office fees, for increases in airline 
fees for use of airway facilities, nor for increases in payment for other public 
services provided by the Federal Government. I support a fair and adequate 
pay increase for Federal and postal employees. But such pay increases should 
be considered strictly on their own merits, with no relation whatsoever to rates 
or fees to be charged the American public for services provided by the Federal 
Government. 

I wonder how often we tend to forget that, in the early days of the postal 
service, the recipient paid for the transmission of mail at the time he received it. 
The high rates imposed and the difficulty of collecting led the Congress early to 
enact lower beneficial postal rates in the public interest. In 1792, George 
Washington made the following statement to the Congress: “In consequence of 
the rate of postage imposed on the transmission of newspapers by the post-office 
law, many persons in Virginia who had heretofore taken newspapers from this 
city had declined receiving them any longer; and that many others declared 
that they had only continued to take them under a full persuasion that the rates 
of postage would be reduced during the present session of Congress, and that if 
such reduction would not take place they would desire their printers to stop 
their papers.” The public-service obligations of our postal system to the 
American people were obvious then, as they are now. 

For a moment or two, let us analyze the rate bill as it passed the House. You 
will recall that it provides for a 1-cent increase in first-class mail—that is, letter 
mail; a 1-cent increase in airmail; and increasing the postal-card rate from 2 to 
3 cents. The bill provides for an increase of 60 percent on second-class mail, 
spread over a period of 4 years. It also provides that the first 5,000 press run 
of newspapers will be exempted from the rate increase. There is also a provi- 
sion limiting the subsidy to any 1 publication to $100,000, based on the Post 
Office Department’s cost-ascertainment figures. 

For third-class mail, the bill provides for immediate hiking of the bulk mini- 
mum per-piece rate from 114 to 2% cents. 

The House bill also carries, as title II, a postal policy which is not only 
inconsistent with the Post Office Department’s own philosophy respecting postal 
rates, but does nothing to resolve many of the public-service problems of the 
Post Office Department. A policy provision such as the one contained in this bill 
is not self-executing, and needs revision if it is to provide a workable and equi- 
table basis for present and future postal-rate action. 

I do not favor the postal-rate bill as passed the House. I believe there is 
much work still to be done before we can properly or fairly solve the perennial 
postal-rate dilemma. 

First of all, Congress should adopt a modern postal policy enumerating the 
public services properly to be paid for out of the general tax funds as expendi- 
tures in the public welfare. The present bill does not include such essential 
policy provisions. 

As I have mentioned, the present postal-rate bill provides that the first 5,000 
press run on newspapers shall be exempted from postal-rate increases. This 
may be a valid provision, although certain newspaper groups have strenuously 
objected to it. But my point is this: If this provision remains in the bill, then 
I insist it is incumbent upon the Congress to put a dollar value on the subsidy 
involved and provide that it be borne from the general tax funds. It should not 
fall upon other postal customers. Depending upon which set of figures are used, 
this subsidy could run anywhere from $10 million to upward of $20 million or 
more per annum. 

At the present time, postal rates are being determined by the Post Office De- 
partment, the Interstate Commerce Commission, and the Congress of the United 
States. Once the Congress has adopted a much-needed postal policy, I believe 
that all postal ratemaking authority should be vested in the Congress, so as to 
insure continuing consistency with postal policy. 
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With respect to the proposed increase in first-class mail, for years this category 
has shown a substantial profit. Now, under the present post-office formula, costs 
have been shifted so that it carries a substantial loss. However, the post-office 
formula was adopted without benefit of a congressional policy enactment, which 
makes their findings inconclusive and possibly inaccurate. 

The proposed rate increases for second-class mail, in my opinion, would tend 
to foster monopoly. Bear in mind that there are 25,000 publications, equally 
divided between newspapers and magazines, entered as second-class mail. Un- 
questionably, some of the larger publications could stand a 60 percent increase 
in rates spread over 4 years, but what about the smaller publications whose 
profit margins are declining and whose struggle to stay in business would end 
if faced with a 60 percent increase? Are we ready to this country to turn our 
press over to the hands of a few and vest it in a quasi-monopoly? Under such 
circumstances, I doubt if our press would be any longer free. Would it possibly 
dare to call to the attention of our people the shortcomings of the present admin- 
istration with respect to our scientific race with other nations? Would the 
publication Aviation Weekly have told us, as it did in a recent edition, that the 
technological and scientific developments of Russia have been observed for a 
period of 2 years through our radar installations in Turkey? Our press dis- 
charges the obligations our forefathers placed upon it when it brings to public 
light mistakes afid inconsistencies of our leaders, who are held responsible for 
action which benefits the general welfare. 

I recognize that many daily newspapers have found other ways to distribute 
their mail than through the post office. Editor & Publisher recently reported 
an 11-percent decline in the use of the mails for newspaper distribution since 
the last 30-percent increase went into effect in 1951. But many weekly news- 
papers and magazines, totally dependent on mail for delivery, may not be able 
to withstand the impact of a drastic rate increase such as is currently pro- 
posed ; 60 percent added to present second-class-mail rates would mean a total 
increase of 108 percent since 1951. I believe this is a cost factor far in excess 
of the increases in other business costs. 

You have perhaps given some thought to the so-called Rhodes amendment 
which limits the subsidy of any 1 periodical to $100,000 per annum to be deter- 
mined by cost-ascertainment findings of the Post Office Department. Just a 
word on that. In the first place, the Post Office Department, itself, has con- 
demned cost ascertainment as a sole basis for postal ratemaking. Secondly, 
it seems to me the Rhodes amendment would vest in the Postmaster General 
a power over the free press perilous to our country’s welfare. The proposed 
arrangement would permit one individual, the Postmaster General, to set varying 
costs on competing publications. He could give preferment to one publication 
over another. Bias could enter into such judgments. The implications of 
such a dictatorship are obvious. Even the present Postmaster General admits 
the Rhodes amendment is unworkable. I, for one, am reluctant to support it. 

The proposal to raise the per-piece rate on third-class mail from 1% to 
214 cents is far too drastic. It would cause widespread damage to small busi- 
ness, which is already in sore straits. Many small businesses in this country 
find third-class mail essential as an effective and economical means of adver- 
tising and selling their products. These are the small businesses which cannot 
afford the substantial cost of advertising through radio, television, and the 
press. I feel that the United States Government owes small business every 
possible encouragement to prosper and grow. There has been testimony before 
the committees of Congress that small businesses dependent upon the mails 
could not survive this large increase proposed in postal rates. Bear in mind 
that there are 225,000 third-class-mail permits in existence today. It is esti- 
mated that the users of these permits have built up a total of about $15 billion 
annual business. I, for one, would want to approach the matter of increasing 
third-class-mail rates with exceeding caution and with the full knowledge of 
the great damage to the national economy which could easily result from ill- 
considered congressional action. 

The present administration is asking our people to pay more money for less 
service. It is asking us to pay a premium for built-in waste and inefficiency. 
The Oakland Tribune, of Oakland, Calif., in an editorial dated August 20, 1957, 
asked that we bring back the pony express and stated, “The truth must be 
faced: whatever the reason, mail service in the bay area is little better than 
in the days of its infancy.’”’ There is general complaint that the mail service 
is deteriorating throughout the Nation. Senator Olin D. Johnston, of South 
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Carolina, who is chairman of the Senate Post Office and Civil Service Com- 
mittee, has offered a bill to provide modernization of postal facilities. He pro- 
posed to borrow $2 billion from the Federal employees’ retirement fund. He 
believes this will provide better service to the American people at drastically 
reduced costs. I shall support him in this effort. 

The Postmaster General has laid the blame on Congress for not providing 
sufficient money for modernization and technical improvement. But the Con- 
gress has given him practically every dollar he has requested. Last year, for 
example, he asked for $22,200,000 for administration and research, of which 
$4 million was actually for research. Initially he got $20,500,000 of this, plus 
another $2 million in the form of a supplemental request. Of $229,500,000 
which he requested for buildings and facilities, Congress initially voted $220 
million and added $17 million in a supplemental appropriation. 

The Senate Post Office and Civil Service Committee has spent many thousands 
of dollars investigating these postal problems. I don’t want to see this sub- 
stantial expenditure of the taxpayers’ money wasted. I am thoroughly con- 
vinced it will be possible in the next session of Congress to develop a modern 
postal policy so greatly needed. Once Congress has accomplished this, I feel 
we will then be in a position to act intelligently and constructively on postal 
rate increases and other crucial postal matters. 







UNITED STATES SENATE, 
Washington, D. C., August 23, 1957. 
Hon. OLIN B. JOHNSTON, 
Chairman, Senate Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 

DEAR SENATOR JOHNSTON: I am writing you at this time when you have just 
begun hearings on H. R. 5836, which would provide for increases in mailing 
rates for the first three classes of mail. 

First of all, let me state that I am interested in the enactment of legislation 
which will make the Post Office Department more self-sufficient. I am hopeful 
that legislation will be enacted so that each class of mail will pay its fair share 
of the costs involved in the handling and delivering of that class of mail, with 
the exception of the historical concept of service accorded to citizens for the 
public welfare of our Nation. 

In your consideration of this bill, I would appreciate the investigation of the 
possibility for a smaller increase than proposed by the House-passed bill for third 
class circular mail for rural route distribution and in those post offices in small 
communities where there is no delivery and patrons are required to secure their 
own mail fom a box in the post office. 

This mail handled under the above-mentioned circumstances does not cost the 
Department as much for handling as does similar matter mailed in large post 
offices requiring sorting and delivery by letter carrier. This type of mailing is 
very important to small-business men throughout the country, and I am very 
concerned that the costs of operation do not increase for these businessmen. 

I am confident your committee will, during the course of hearings, provide the 
Senate with information such as this so that just and equitable legislation can 
be enacted. 

Sincerely yours, 
Epwarp J. THyer, 
United States Senator. 


PITTSBURGH, PA., August 14, 1957. 
Hon. JoserH S. CLARK, 
Senate Office Building, 
Washington, D. C. 
Thank you for your wire assuring me that Senate committee hearings will be 
held on the postal rate bill. In view of the extremely unfair nature of the bill 
in the form passed by the House yesterday, complete hearings before Senate 
action seem mandatory. I appreciate your offer to submit a statement for the 
hearing record of the Senate Post Office Committee. My statement follows: 
H. R. 5836 as passed by the House is a bad bill which is contrary to the public 
interest and should be defeated, or at least drastically revised. This bill repre- 
sents far more than just another effort to tax mail users. It is a revolutionary 
proposal to reverse all postal history and change a public service into a business 
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required to pay its way. Section 2, relating to postal policy, contains some fine 
phrases but is completely inconsistent with rates set by section 1. 

The bill levies a 60-percent increase in second-class rates, but exempts many 
publications from any increase, and thereby widens discrimination of present 
law. Further, 60 percent is an exorbitant amount, particularly when piled atop 
30-percent increase effective in 1954. Cumulative effect of both boosts would 
be a 108-percent increase over 1951. This is unconscionable and unreasonable in 
the extreme. 

Senators should realize bill will not raise as much extra revenue as predicted 
because newspapers will abandon the mails rather than pay excessive postal 
rates. The post office has a monopoly on letter mail, but not on the distribution 
of newspapers. 

This bill is inflationary because it will force price increases. It is also self- 
defeating because mailing costs of business concerns are deductible expenses for 
tax purposes. Thus a large part of extra revenue to post office will be canceled 
out by reduced taxpayments received by Treasury. 

Argument that mail rate increases are needed to meet cost of higher pay for 
postal workers is specious. There should be no relation between salary scales 
and mail rates. Postal employees need and deserve a pay raise irrespective of 
income of postal service. 

Hearst organization will surely wish to send a witness to testify at Senate 
rate hearings. Arrangements for such an appearance will be made directly with 
Postal Committee staff. Many thanks for your cooperation. 

ALAN G. NICHOLAS, 
Publisher, Pittsburgh Sun-Telegraph. 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 


The National Association of Manufacturers welcomes this opportunity to 
support the broad objective of H. R. 5836 that postal revenues more nearly 
equal postal expenses. Passage of legislation making an upward adjustment 
of postal rates is not only essential to the fiseal self-sufficiency of the post 
office; it is fundamental to the principles of good government and to the pres- 
ervation of overall balance in the Federal budget. 

NAM’s attitudes in these several respects is well known and stems from 
association policies favoring efficiency and economy in Federal operations, re- 
duction of the burden of Federal expenditures on the people as a whole, budget 
balance as the core of fiscal integrity, and the general proposition that busi- 
ness-type operations of Government be self-supporting. In addition, NAM has 
for some time believed specifically that the fiscal objectives of the Post Office 
Department should be to meet the postal expenditures out of postal revenues, 
and that the avoidance of postal deficits required from time to time the re- 
vision and adjustment of postal rates. 

The President’s budget for 1958 as projected in January was the highest 
in peacetime history. Even the slim surplus then anticipated was based on a 
prior assumption that postal rates will be increased. This budget has re- 
ceived the most outspoken response the people have voiced in years for reduc- 
tion of the Federal tax burden they bear. The Congress has answered these 
pleas by its own record of cuts in the 1958 appropriations. The Congress can 
add to this record by legislating charges for mail services which realistically 
reflect costs. If this is not done, the taxpayers at large will be unduly burdened 
to make up the operational deficit, and the constructive steps so far taken to 
reduce Federal spending and protect overall budget balance will be partially 
nullified. 

In supporting so vigorously the aim of H.‘R. 5836 to bring postal rates more 
in line with postal costs, NAM makes no comment on section 104 (d) in- 
cluded in the bill as passed by the House of Representatives August 13, 1957. 
Such a mechanism has not been considered by the association’s Government 
economy committee, which inaugurates NAM proposals dealing with Federal 
budget operations and economy measures, and our present support of H. R. 5836 
therefore does not extend to this new subsection. 

In bringing our viewpoint on H. R. 5886 before you, we would like to add 
that NAM’s membership of 21,949 is truly a representative cross section of 
American industry. Eighty-three percent of our member companies employ 
500 or less; 46.5 percent employ 100 or less; and 28 percent employ 50 or less. 
These figures are offered to indicate the composition of the industries deter- 
mining the policy attitudes of the association. 
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STATEMENT OF Warp A. NEFF, OF CHICAGO, ILL., GENERAL MANAGER OF THE CORN 
Bett FarRM DAILies 


Mr. Chairman, Members of the Committee, my name is Ward A. Neff. I 
reside in Chicago and am general manager of the 4 newspapers which are 
known collectively as the Corn Belt Farm Dailies which are located at the 4 
primary livestock markets of the country—Chicago, Kansas City, Omaha, and 
St. Louis. Their subscription clientele consisting principally of livestock farm- 
ers, feeders, and breeders of 5 Middle West States—Illinois, Iowa, Missouri, 
Kansas, Nebraska, and of States which border them. Their service is of busi- 
ness importance to those who subscribe for them. 

They have been published respectively for the number of years indicated as 
follows: 


Chicago Daily Drovers Journal in its 85th year 
Kansas City Daily Drovers Telegram in its 77th year 
Omaha Daily Journal-Stockman in its 72d year 

St. Louis Daily Livestock Reporter in its 68th year 


They have no carrier distribution to speak of and no newsstand sales. Sub- 
seriptions to them are sold, cash in advance, primarily on a 1-, 2-, or 3-year 
basis. 

Since practically all of the subscribers live on the rural routes these papers 
are distributed by mail. For the same reason and because their potential read- 
ers are spread over such a wide area, subscriptions to them are secured entirely 
by mail. These newspapers therefore are extensive users of both second- and 
third-class mail as well as normal users of first class. In fact these newspapers 
have been built on and they entirely depend for their continuance and growth 
on use of the United States mail. 

It is obvious, therefore, why postal rate policies are a matter of utmost con- 
cern to them. It is urgent that such rates as may from time to time be deter- 
mined upon be not arbitrary, discriminatory, or unjust. We believe that the 
rate proposals of H. R. 5836, as amended, now under consideration by your com- 
mittee are arbitrary, discriminatory, and unjust. We do not believe that any 
just rate schedule can be achieved until there has been a determination of the 
question whether postal operations are to be conducted as a public service or 
as a business. 

As expressed in the minority report of the House Committee on Post Office 
and Civil Service: 

“This legislation, moreover, was reported without a decision on the one ques- 
tion which is fundamental to any determination of policy with respect to postal 
rates. That is the question as to what is the value of the public service func- 
tions in our annual postal budget. Just what mail should pay its way, what 
mail, if any, should have its costs borne by other mail, and what mail should 
be paid for out of the general fund of the Treasury? We believe it is a duty 
not only to the Congress but to the people, to mark out and define basic policy 
of public service; this obligation has not been met. 

“Failure to determine this fundamental question makes all of the rates con- 
tained in this bill subject to question. We disagree with the suggestion, of- 
fered in justification of this bill, that the post office is purely a business. Any 
efforts to balance the postal budget—however desirable that may be—must not 
be at the expense of the primary purpose of the Postal Establishment, which 
is to provide an indispensable service to the people. This traditional policy 
was laid down by the Congress from the very inception of our Postal Establish- 
ment.” 

a oe * * a % * 

“Each time that Congress has established a new rate for mail which is not 
to pay its full cost, it has clearly shown that. the reason is public service. An 
example is the special rate for weekly county papers. This class of mail never 
was intended to pay its entire cost. It was established as a public service for 
the benefit of all. The excess cost was to be paid from the Public Treasury 
and not by any particular class of mail. The same is largely true of the rural- 
delivery service, which is precisely what the name implies, a public service. No 
one suggests that rural-delivery service should be segregated and made to pay 
its own way. But this bill would charge losses on these particular services to 
another class of mail users, rather than to the Public Treasury.” 


* * * * * * * 
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“If changes of the magnitude included in this bill are to be made, it certainly 
should be shown as a matter of policy exactly what mail is to be regarded as 
a public service and what mail should pay its own way. To the extent that the 
Postal Establishment is a public service its costs should be charged to the 
Public Treasury, not to any particular class of mail just to satisfy an adminis- 
trative desire to present financial results in a more favorable light. This prin- 
ciple is indisputable. It is contrary to the public interest to replace it by any 
proposition that the post office and its services henceforth will be merely a busi- 
ness, the value of which is measured solely by profit-and-loss statements. 

“This bill rests on faulty logic. It is an attempt to completely reverse the 
thinking, the policy, and the approach of Congress on the tremendously im- 
portant matter of postal rates. It rules out “public service” in determining 
postal rates, and substitutes a new criterion: “The post office is a business.” 

We think that the most important progress on post-office rate problems in 
years is embodied in the realistic analysis of the report of the Citizens’ Ad- 
visory Council to the Committee on Post Office and Civil Service. 

And we may add that we do not believe that it is fair to transfer the cost 
of the deficit, so-called, from the General Treasury to users of the mails. A big 
percentage of funds in the General Treasury consist of taxes representing a 
percentage of money which has been earned and profits which have been made. 
The cost transferred to users of the mails would constitute expense before 
earnings or profits. Particularly at the present time all business is overloaded 
with expense and many—particularly smaller businesses—are already having 
difficulty making a profit at all. It is obvious that added expense by reason of 
the unsound and arbitrary rates proposed by this bill will only serve to further 
reduce profits where there are any, and to reduce tax payments to the Gov- 
ernment as well as, in many instances, jeopardize the businesses themselves. 


STATEMENT OF THE NATIONAL ASSOCIATION OF POSTMASTERS OF THE UNITED 
STATES BY JOHN F. Frxa, PRESIDENT, Epwarp L. BAKER, CHAIRMAN OF THE 
LEGISLATIVE COMMITTEE, AND CHARLES E. PUSKAR, EXECUTIVE SECRETARY- 
TREASURER 


The National Association of Postmasters of the United States is grateful for 
the opportunity to file this statement for your information and for the records 
at these hearings. In order to conserve your time and to help expedite the hear- 
ings on,postal rates, we are filing this statement jointly instead of three separate 
statements. 

The National Association of Postmasters has advocated increase of postal 
rates for several years. Our membership, representing over 90 percent of the 
postmasters of the Nation, is deeply concerned that the Post Office Department 
has shown an aggregate deficit since 1946 of over $5 billion, which has increased 
the national debt by that amount. 

Postmasters are especially aware of the fact that during the past 10 years, 
as the deficit mounted, the physical plants and the facilities were allowed to 
deteriorate. In spite of increasing demands for postal service by reason of an 
ever-increasing population and business economy, facilities were not expanded 
and practically no new post offices were built. It is to the everlasting credit 
of postmasters and all post office employees, that the service was maintained 
at a high standard of efficiency during the past 10 years, during which time the 
postal service practically doubled. 

In the meantime, the costs of mail service increased. Congress rightfully 
raised salaries of postal personnel and transportation costs increased propor- 
tionately. It is estimated that the deficit in 1957 under the present postage- 
rate structure will be well over $500,000. We believe that if this huge annual 
deficit were reduced by an increase in postal rates, the Members of Congress 
would be more inclined to give favorable consideration to providing the new 
facilities so urgently needed in the postal service. 

In offering this testimony, we are carrying out the mandate of the delegates 
who attended our national convention in New York City on October 18, 1956, 
when the following resolution was unanimously adopted : 

“Whereas the Postmaster General of the United States and the officers of 
this association sincerely and ably pointed out to the Post Office Committee 
of Congress the necessity for an equitable increase in postage rates of first-, 
second-, and third-class mail, and 
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“Whereas this association believes that postal revenues and postal expendi- 
tures should be in close balance, and 

“Whereas numerous polls of the taxpayers and the mailing public indicated 
approval of the Postmaster General's rate-increase program ; and therefore be it 

“Resolved, That the officers and each and every member of this association 
do all within their power to secure the approval of Congress of postage rate 
increases as may be recommended to the 85th Congress by Postmaster General 
Arthur E. Summerfield.” 

Mr. Chairman and members of the committee, it is our opinion that the bill 
as reported out of the House Post Office and Civil Service Committee would 
be more practical than in its present form. Therefore, we wholeheartedly en- 
dorse H. R. 5836 as it was reported out of the House Post Office and Civil 
Service Committee. We respectfully urge that these hearings be expedited so 
that the Senate will be given the opportunity to vote upon this important legis- 
lation. 





STATEMENT OF C. B. GraviTt, Jr., SECRETARY AND LEGISLATIVE REPRESENTATIVE, 
NATIONAL LEAGUE OF POSTMASTERS OF THE UNITED STATES, TO THE SENATE 
Post OFFICE AND CIviIL SERVICE COMMITTEE ON PosTAL RATES 


Mr. Chairman and members of the committee, for the record, my name is 
C. B. Gravitt, Jr., secretary and legislative representative of the National League 
of Postmasters of the United States, representing postmasters from fourth-, 
third-, second-, and first-class post offices, with headquarters here in Washington 
at 1110 F Street NW. In behalf of the postmasters of our great Nation I 
appreciate the opportunity of presenting the views of our organization. 

The Postmaster General and the Deputy Postmaster General are to be com- 
mended for their factual and impressive statements made before this com- 
mittee pointing out the urgent need for increased postage rates. The National 
League supports rate increases and we believe they are long overdue. 

We feel the Department is doing business on a 1932 rate basis with 1957 
costs. First-class letter rates are the same today as they were back in 1932. 
It sounds rather fantastic and is most difficult for our members to understand. 

We urge that postage rates as reported by the House Post Office and Civil 
Service Committee be approved and enacted into law before Congress adjourns. 
Since it is reported that Congress will soon adjourn, we trust that the committee 
will take favorable action immediately. 





STATEMENT OF Ray L. HULICK, PREIDENT, NATIONAL RURAL LETTER CARRIERS’ 
ASSOCIATION 


My name is Ray L. Hulick, I am president of the National Rural Letter Car- 
riers’ Association. Our association has a membership of more than 36,000 
members, which includes almost 28,000 regular rural carriers, or more than 90 
percent of all the regular classified rural carriers of the Nation. The remainder 
of our membership is composed of retired, temporary, and substitute rural 
carriers. 

Mr. Chairman, we appreciate the opportunity to express the views of our 
organization on the matter of increased postage rates and the congressional 
adoption of a clearly defined postal policy. 

At the outset, let us make the position of our association crystal clear in that 
we feel the setting or changing of postage rates is clearly a congressional 
function as is the establishment of a policy which would set the guidelines for 
the Congress in the consideration of proper postage rates. We offer this testi- 
mony in the hope that the experience of our membership related to you might 
be helpful in your deliberations on this subject. 

From the standpoint of our association there must be some correction of the 
wide disparity between moneys derived from fees charged for services rendered 
and the amount of moneys appropriated by congressional action to maintain and 
operate the postal service. The difference between these two is the so-called 
postal deficit. This is a misnomer because the Post Office Department is not 
basically a debit and credit operation but is a governmental service provided all 
the people of this great country. 
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Irrespective of that fact, however, there has been a constant highlighting of 
the differences between postal revenue and postal expenditures which has 
had a most adverse effect on the morale of employees. There has been a great 
misunderstanding on the part of the general public with regard to postal 
revenues. Even yet it is not generally known among the public that all revenues 
generated by the Post Office Department go directly to the United States 
Treasury. Even among people who do understand this aspect there has been 
a strong undertone of adverse sentiment directed toward the Post Office Depart- 
ment in any discussion of the postal deficit. There has been a strong inference 
on the part of those people who do not understand the true situation in the Post 
Office Department that, because it is not on a pay-as-you-go basis, it is therefore 
inefficient. This has cast a most unfair reflection on the employees of the 
postal service who have demonstrated on excellent record of efficiency. The 
so-called postal deficit is increasing and will continue to increase under the 
present situation where postage rates are maintained at the same level and 
yet the population served and the per capital volume of mail have been and 
continues to increase phenomenally with each passing day. Because there has 
been a constant focusing of attention upon the so-called postal deficit there 
has been a constant barrage of criticism of the postal establishment. Loyal, 
hardworking, career employees bear the brunt of this criticism. 

Thus, from the morale standpoint a constant harping on a so-called postal 
deficit has been most damaging. 

Therefore we strongly urge that this committee develop and establish ap- 
propriately adjusted postage rates and enact also a postal policy which would 
set the guidelines for the Congress in the future for further consideration of 
this perplexing problem. 

Mr. Chairman, the rural carriers whom we represent have the advantage 
of personally talking and discussing with their patrons matters of mutual con- 
cern more than any other group of Federal employees. 

Because rural carriers are deeply interested in the welfare and the thinking 
of their own patrons the thinking of the rural carrier usually reflects the general 
sentiment of his patrons. 

PUBLIC SENTIMENT 





Last week at our national convention in Jackson, Miss., the rural carrier 
delegates from every State in the Union unanimously passed a mandate endors- 
ing increased postage rates. We feel this is an accurate reflection of the senti- 
ment of the rural patrons throughout this great land. We find rural carriers 
generally report that their patrons feel postage rates should be raised to be 
more commensurate with the cost of the postal service. We find two expressed 
sentiments among rural patrons: 1, the rural patron seems to generally feel 
that the 4-cent first-class letter in 1957 would still be a bargain; and 2, we find 















rural patrons almost universally critical of the vast amount of bulk third- 
class advertising matter which reaches their respective boxes. Our carriers 
report almost universal sentiment for an increase in third-class postage rates 
for the express purpose of encouraging mailers to be more selective in the 
utilization of this particular service. 
Summing up Mr. Chairman, we respectfully urge your committee to favorably 
consider an appropriate adjustment in the various postage rates so that, aside 
from the justification on the basis of present-day costs, the incorrect and unfair 
charge of inefficiency may be lifted from postal employees generally due to 
the unfair spotlighting of the so-called postal deficit. We feel the general public 
; believes that postage rates should be adjusted so that sufficient revenues are 
. generated to more nearly meet the cost of the postal service. 
L Thank you for the opportunity to appear before your committee, Mr. Chairman, 
and we trust our testimony may be of some assistance in your deliberations. 
» 
WISCONSIN Girt CHEESE SHIPPERS ASSOCIATION, 
Madison, Wis., January 30, 1958. 
| Senator OLIn D. JoHNSTON, 


Chairman, United States Senate Committee on Post Office and Civil Service, 
Senate Office Building, Washington, D.C. 
DEAR SENATOR JOHNSTON: The members of this organization want to con- 
gratulate you on your very fine presentation of the post office problem in the Feb- 
ruary issue of the Reader’s Digest. 
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Earlier this month a group of our members and I discussed this problem with 
Senator William Proxmire at his Milwaukee office. We had prepared and sub- 
mitted to the Senator a memorandum, setting forth our position in this matter. 
A copy of that memorandum is herewith enclosed. 

Thank you again for the cooperation. 
Very truly yours, 


ANTHONY E. MApter, Evrecutive Secretary. 


PENDING PostaL RATE INCREASE LEGISLATION 


The men who are in the business of shipping gift cheese and who are members 
of the Wisconsin Gift Cheese Shippers’ Association are all engaged in “small 
business” as that term is commonly understood and as it is defined in the 
Small Business Administration law. Direct-mail advertising and solicitation 
is the very lifeblood of their business. That is why they are so very much con- 
cerned about the pending postal rate legislation. 

Before discussing the legislation as such, it should be pointed out that the 
gift cheese shippers have done more in the way of “self help” for the dairy 
industry than any other segment of that part of our agricultural economy. No 
other group has done so much, comparatively speaking, to find and to build 
markets for the products of Wisconsin agriculture. 

One other matter should be clarified before getting into the merits of the rate 
increases. Competitive types of advertising media, the radio, TV and the press 
have been playing up the terms “junk mail” and “nuisance mail.” Unfortunately, 
some of the top officials of the Post Office Department have seemingly given 
approval to that kind of derogatory classification. Unfortunately too, some 
politicians, including Members of Congress, have adopted these terms in an 
attempt to justify their position in favor of higher postal rates. The brochures 
which the members of this association mail to their prospective customers are 
beautiful and they are expensive. They are a valuable form of advertising and 
an effective method of order solicitation. If they were not effective our members 
would not incur the expense. In other words, enough recipients want to receive 
and use them to warrant reliance upon that method of getting and keeping 
business. 

The postal rate bill which has passed the House proposes, among other things, 
to increase the rate for first-class mail from 3 cents to 4 cents, and the third-class 
bulk rate from 1% cents to 2% cents. It also would raise rates for magazines 
and some of the second-class mail, but those increases are scheduled over a longer 
period of time—and for our purposes can be omitted from this discussion. 

Nor need we here discuss the first-class rate except to point out that under 
the Department’s method of cost ascertainment the first-class mail is now result- 
ing in a deficit of about 6 percent. Yet, it proposes an increase of 3314 percent 
to cover other costs. Thus, the increase in first-class mail is expected to produce 
up to 70 percent of the estimated new revenue in the bill. 

The third-class mail rate is of vital concern not only to the members of this 
association but to all of the 223,000 third-class mail permit holders. The rate on 
third-class mail was increased from 1 cent to 1% cents in 1952. The present pro- 
posed increase of 1 cent more would mean a 150-percent increase in their mailing 
costs in just the past 5 years. The big question is: Can they continue in the 
business and asorb that kind of a cost increase? 

The third-clas mail users are presently paying more than $250 million annually 
in postage. They are selling goods and services valued at $15 billion annually, 
95 percent of which is produced by small business. 

The Postmaster General says that we have too much of this unsolicited mail 
being handled by his Department at a loss—that the increase in rates would 
reduce the amount of that kind of mail, and that the balance would then pay its 
own way. 

Let us assume that the presently proposed rate increase of 6624 percent cuts 
the volume by only half that amount, 33144 percent—from 15 billion pieces to 10 
billion pieces. Of course, if that happens, Mr. Summerfield’s estimate of $128 mil- 
lion of new revenue from this source is entirely out of line. May we also assume 
that if this advertising and order solicitation is reduced by one-third, that the 
value of the goods and services sold by this method will drop by one-third, from 
$15 billion to $10 billion annually. And if that happens, will there be an increase 
in business failures and in unemployment? Will there not be a loss of tax 
revenue? 
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There has been a great deal of talk about this alleged deficit on the third-class 
mail. This has been drummed into the public mind by the press and the radio. 
It is important to point out that the deficit, which we deny, is based entirely upon 
the Post Office Department’s method of cost ascertainment. And, again, we say 
that we believe that it is heavily weighted against third-class mail. We under- 
stand that the General Accounting Office is presently making a study of the 
Department’s bookkeeping methods. We think that this talk of deficit on third- 
class mail should await the filing of the report following that study. We earnestly 
contend that the Department has failed to give credit to the third-class mail users 
for the actual mailing services which they perform, and for the fact that this 
type of mail receives only the deferred service during nonrush periods, like night 
rates on telephone and telegraph, matinees at the theater, standing room at the 
ball games—all at cheaper rates. The Department overlooks the philosophy that 
“it’s cheaper by the dozen.” 

We come now to the contention that the Post Office is always in the red, and 
that it should be operated like a business and be placed on a pay-as-you-go basis. 
This argument fails to take into consideration the many public-welfare services 
being performed by the postal department for which the taxpayers should pro- 
vide the funds to cover the costs. What other business would— 

1. Continue to operate the third- and fourth-class post offices which do not 
meet expenses in the rural areas at a loss of over $51 million annually? 

2. Handle books and exempt publications at preferred rates at a loss of more 
than $60 million annually? 

38. Carry on with registered mail and special-delivery service at a loss of 
$48 million? 

4. Provide free distribution of newspapers in the county of publication at a 
loss of $12.5 million? 

5. Give postcards a reduced rate with a loss of $35 million when given pre- 
ferred handling?, 

Who should pay the costs for the Post Office when it— 

1. Gives free registered mail service to other governmental agencies? 

2. Distributes income tax forms for the Department of Internal Revenue? 

8. Registers aliens for the State Department? 

4. Receives and transmits funds for the volunteer charities like heart, muscu- 
lar dystrophy, polio, cancer, etc.? 

5. Sells documentary stamps for deeds and stock transfer? 

The Post Office performs other measurable services at a loss because they are 
of benefit to the Nation asa whole. The Post Office also performs a host of other 
immeasurable services in the interest of the common good but without compen- 
sation. The burden of paying for these public-benefit services is the proper role 
of taxation. And, while no more recent survey is available, the 1955 Post Office 
Advisory Council’s report shows that these public-welfare costs far exceed the 
postal deficit for that year. 

All of these facts support our view that before there is any increase in rates, 
Congress should enact a modern, sound postal policy. That policy declaration 
should include a statement of principles recognizing— 

1. The vast contribution of the postal service to the general public welfare. 

2. That the cost of many public-service functions and of the services rendered 
to other agencies of Government is a legitimate obligation of the taxpayer. 

3. That some of the Department’s costs are, in fact, subsidies to the railroads, 
the airlines, newspapers, magazines, and welfare agencies. 

4. That there is a vital need to improve the services and facilities of the Post 
Office. 

5. That the rates should be reasonable and equitable with due regard for the 
impact of such rates upon the mail users and the general economy. 

Stated briefly, Congress should say which services the mail users should pay 
for, and which services should be rendered at Government expense. 

We fully recognize that the postal rate bill which has passed the House does 
contain a policy section. We submit however that the declaration there con- 
tained is not nearly adequate. We submit further that some of the rates 
proposed, including particularly the third-class rate increase, are not in con- 
formity to or in furtherance of those statements of principles but, rather, they 
are in direct violation of those principles. 

To summarize: 

1. We urge Congress to adopt a modern, sound and practical postal policy 
covering generally the method of financing postal operations with due regard to 
the public service and general welfare functions which it performs. 
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2. We contend that third-class mail is presently paying its own way for the 
deferred service which it receives and that the Department’s allocation of 
costs is fictional and arbitrary. 

3. We submit that the business of the third-class mail users is a vital and 
dynamic part of our general economy consisting of many small businesses which 
should be encouraged and aided to grow and expand, and that the proposed 
rate increase would result in many business failures, an increase in unemploy- 
ment, and a resulting loss of tax revenue. 





STATEMENT OF PAUL A, NAGLE, PRESIDENT, NATIONAL PostTAL TRANSPORT 
ASSOCIATION 


Mr. Chairman, my name is Paul A. Nagle. I am president of the National 
Postal Transport Association, representing 30,000 employees of the Post Office 
Department’s Postal Transportation Service. I appear before you this morning 
in support of those provisions of H. R. 5836 which would authorize an increase 
in postage rates. 

The National Postal Transport Association wants an improved postal service. 
In this regard it is gratifying to note that in the general statement on 
H. R. 5836 there is included the language that increased postal rates and fees 
are necessary in order to “more nearly equal postal expenses and postal service 
will be improved.” 

Mr. Chairman, recent years have seen a sharp curtailment of railway post 
office service. Unless the trend is reversed, the postal patron who relies upon 
second-class mail service to bring him his newspaper or news magazine will find 
that the quality of his service has declined despite the fact that rates will have 
been increased and his outlay for the publications will have been raised 
proportionately. 

We feel that H. R. 5836 is deficient in the standards it would establish for 
determining the respective postage rates. In section 203 (b) (2) it is directed 
that there shall be “periodic studies and surveys of expenses and revenues * * * 
on the basis of the cost-ascertainment system.” 

We believe the potential value of section 203 is diluted through reliance upon 
the cost-ascertainment system in which the National Postal Transport Associa- 
tion lacks confidence. We maintain, for example, that the cost-ascertainment 
system does not reflect the true allocation of costs in railway post office car 
operation. 

On line 19 on page 16, section 208 also specifies that the “acceptance, trans- 
portation and delivery of first-class mail constitutes a preferred service of the 
postal establishment.” Certainly it must be evident to everyone that the pre- 
ferred service is really airmail for which a premium rate of postage is charged. 
We believe that first-class mail bearing 3-cent postage under the present rate 
structure is the standard service, rather than the preferred service of the 
United States postal system and is not to be construed as being in the same 
category as the premium types of mail matter such as airmail. 

In order to insure the protection of the premium airmail category, the 
National Postal Transport Association recommends that with any first-class 
increase above 4 cents per ounce, the airmail rate be raised proportionately. 

Mr. Chairman, we would also like to draw your attention to a feature of 
H. R. 5836 which pertains to cost incurred by the Retirement Act changes of 
1956. Section 109 would repeal the last sentence of section 4 (a) of the Civil 
Service Retirement Act of 1956, which provides, “Amounts contributed under 
this subsection from appropriations of the Post Office Department shall not be 
considered as costs of providing postal service for the purpose of establishing 
postal rates.” 

We believe the statement enunciated in that sentence of Public Law 854 is 
appropriate and sound. Weurge the deletion of section 109. 

We are certain that this distinguished committee in its wisdom will seek 
to insure improved postal service, to maintain a clear delineation between the 
respective classes of mail, and to make certain that the Retirement Act provi- 
sions will not now be abrogated through rate legislation. Therefore, we endorse 
the rate increase provisions of H. R. 5836. 

Mr. Chairman, we are happy to have been able to appear before yon to present 
the views of the National Postal Transport Association and we are grateful to 
you for the courtesy we have been shown. 
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STATEMENT OF L. LOWELL WILKIN, PRESIDENT OF WILKNIT Hosiery Co., INC., 
GREENFIELD, OHIO 


Mr. Chairman and members of the committee, my name is L. Lowell Wilkin. 
Iam president of the Wilknit Hosiery Co., Inc., of Greenfield, Ohio. Our busi- 
ness is selling hosiery by mail through independent dealers. Some of these 
dealers sell our hosiery in their full time, but most of them supplement their 
income by our method of operation. We have over 40,000 active dealers. 

We employ around 200 people in our home offices; in the mills where our 
hosiery and supplies are manufactured our operation results in employment for 
approximately 400 people full time. We have been in business since 1924. 

Our business promotion is mostly by third-class letter mail. If the rate for 
third-class letter mail is increased 6624 percent as is proposed in H. R. 5836 
we will of necessity liquidate our business as shown by the profit and loss 
statement that follows: 


Profit and loss statement, fiscal year cnding June 30, 1957 


or eases ‘Cwipleseele) ...... cnc eee Gece $3, 598, 192. 74 
Peete PRIOGs ois cial alltel lad ed eisithen ht eaegeSa ap idee eth deh lhiaknn 1, 596, 800. 82 


Gross profit____-- 
Operating expenses: 


bid 5: Sse bb seach aaah eldest Eiash atl eRe: 2, 001, 391. 92 








Letter postage (over $300,000 is 3d class) -_-- $383, 464. 06 
Other: PRNONGE sos see edi wench 1, 475, 584. 24 
Wotal <CMSTAtINE GRNCDACG sain isdn se oe ko 1, 859, 048. 30 
Onensting (eNO ccstiis iss sidate cio ane die se 142, 343. 62 
NS NO RO so 5 baa os vibe pede ciotes as iii ail dae ee ie ee ae 12, 850. 01 
Less employees pension aud profit sharing trusts_-_-.__-------- se 33, 164. 29 
Teseed £befoue . WAGES <2 et bs eee 122, 029. 34 


Souree: Audit by Keller, Kirschner, Martin & Clinger, certified public accountants, 
Columbus, Ohio. 

Note that if “letter postage” were to be increased 6634 percent we would have 
an additional expense of far over $200,000. Actually under the present bill with 
increases in first class, third class, and post cards, our added expense would 
amount to over $250,000 which is double our income of $122,029.34 for 1957. Of 
course we would cease operations under these conditions. Thank you. 





STATEMENT OF RicHARD P. WHITE, EXECUTIVE VICE PRESIDENT, AMERICAN 
ASSOCIATION OF NURSERYMEN, INC. 


Mr. Chairman and members of the committee, the American Association of 
Nurserymen, Inec., has a total membership of almost 1,600 firms in 47 States, 
many of which are substantially engaged in the mail-order nursery business 
and all of which are concerned with postal rates. Because of our wish to help 
conserve the time of this committee and in view of the fact that we have pre- 
viously gone on record in connection with this legislation before the House 
Committee on Post Office and Civil Service, this statement will be a brief one. 

Our opposition to H. R. 5836 is limited entirely to the provisions of that bill 
insofar as they apply to increasing third-class mail rates, both individual piece 
and bulk, which provisions we oppose. The mail-order nursery business has 
an important stake in this legislation since they rely almost entirely on the 
approximately 57 million catalogs and fliers which they mail, often on individual 
request, to their potential customers. 

Over the course of the past 10 years the size of these catalogs has been cut from 
6 ounces to an average of 4 ounces in order to try to cope with increased third- 
class postal costs. Any further reduction in size would have to mean the 
elimination of certain items in the catalog with a resultant loss in business. 

The annual surveys conducted by this association, based entirely on published 
catalog prices, indicate that there has been no significant increase in the quoted 
prices on plants offered by nursery mail order firms for the past 10 years. These 
firms have been faced with rugged competition from other industries. The 
prices they quote are the result of economic pressures and it is very doubtful 
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if any increases could be made at this time, without loss of volume and conse- 
quent loss in net income. 

To meet the problem of shrinking profit margins, our members have engaged 
in an extensive and quite successful program of research aimed at discovering 
and utilizing new methods of saving labor and packing costs, and in reduction 
of weight to reduce mail charges. The nursery industry, however, is peculiarly 
unsusceptible to a high degree of mechanization. After a certain point, hand 
labor must take over and our mail order firms feel that they have reached a 
plateau in these savings, for the time being at least. 

The very nature of the mail order nursery business dictates that, in most 
cases, the company will be located in a rural area since these firms usually 
raise much of what they offer for sale. Likewise, the purchase of nursery stock 
from catalogs has always had a particular appeal to the farmer and now to the 
rapidly expanding suburbanite population. It seems evident that any setback 
to business in rural towns and urban areas might have unhappy repercussions 
for the community as a whole. In addition, the small post offices serving so 
many of our mail order firms and customers could suffer a loss of postage and a 
reduction of their postal classification. 

Like so many mail order firms, our companies are wholly reliant on getting 
their catalogs into customers hands in order to make sales and survive. These 
firms have developed as they have mainly because of the postal structure. They 
must rely on the mails to carry their sales appeal because they are unable in 
many cases to afford or to reach their potential customers in any other way. 
They are, for the great majority, in the small-business category and faced with 
the problems of small-business in getting and keeping good employees, competing 
for the consumer dollar and retaining earnings for the improvement and ex- 
pansion of operation which is essential to business survival today. 

They are making a valiant effort to cut costs, to improve their product, and to 
merchandise it as economically as possible. Postal costs are, of course, an 
important factor in their costs. An increase in third-class rates of the size 
proposed in H. R. 5836 would make it even more difficult for these small busi- 
nesses to stay competitive and still make a profit which is essential for their 
survival. 

We earnestly hope that this committee will establish an equitable overall 
postal policy before deciding the question of rate increases, and we hope that 
this policy will reflect the recommendations in the Report of the Citizens’ Ad- 
visory Council to the committee released on February 26, 1957. We whole- 
heartedly concur with the statement made by Senator Richard L. Neuberger 
of this committee in December, 1957: 

“The proposal to raise the per piece rate on third-class mail from 1% to 2% 
cents is far too drastic. It would cause widespread damage to small-business 
which is already in sore straits. Many small businesses in this country find 
third-class mail essential as an effective and economical means of advertising 
and selling their products. These are the small businesses which cannot afford 
the substantial cost of advertising through radio, television and the press” * * * 
and with his further statement that “Congress should adopt a modern postal 
policy enumerating the public services properly to be paid for out of the general 
tax funds as expenditures in the public welfare.” 





STATEMENT BY ARTHUR E. TRAXLER, EXECUTIVE DIRECTOR, EDUCATIONAL RECORDS 
BUREAU ON BEHALF OF THE DIRECTORS OF STATE TESTING PROGRAMS 


Mr. Chairman and members of the subcommittee, I am Arthur E. Traxler, 
executive director of the Educational Records Bureau. I am representing the 
Conference of Directors of State Testing Programs, an organization of leaders 
in State and national testing programs in schools throughout the United States. 

First, we wish to join with other groups in indicating our agreement with the 
provision for shipment at the book rate of educational and cultural materials 
as set forth in section 107 of the bill. Our own group wishes to express particu- 
lar appreciation for the inclusion of marked, as well as unmarked, test materials 
in this category. Schools especially need relief from payment of first-class post- 
age on bulky test material shipped to State universities and other centers for 
scoring and statistical services. The need is a growing one as the use of tests 
increases in the nationwide search for talented students for training in the 
natural and social sciences in order to maintain and strengthen our Nation’s 
position as a leader of the free world. The current recognition of the values of 





POSTAL RATES 573 


tests in the early identification of ability, as well as their value in the guidance 
of individual students into fields of endeavor for which they are especially 
suited, points up the need for making efficient test scoring services available to 
all schools at the lowest possible transportation and other costs. 

The recognition given in the bill to the fact that tests are now an integral part 
of the educational materials used in the schools and colleges will, we believe, be 
of much help to teachers in their efforts to use tests in gaining better understand- 
ing of the abilities of their students and in providing instruction and guidance 
suited to those abilities. The special provision for these and other materials 
covered by section 107 is consistent with the Congress’ policy of giving prefer- 
ential rates to educational materials for the general welfare. 

At the same time, I would like to indicate some concern on the part of our 
group over the proposed increase in postal rates on books and educational films. 
All schools are, by their very nature, large users of books, and educational films 
are becoming increasingly important in the instructional and guidance work of 
the schools. The necessity of paying a 25-percent increase in postage on books 
and films would, we believe, work something of a hardship on many schools and 
would tend in some measure to discourage the procurement and use of up-to-date 
books and visual education materials in our schools. 

We, therefore, wish to express a hope that the committee will consider the 
feasibility of leaving the rate on books and educational films at its present level, 
and that section 107 of the bill will be given all possible support. 


STATEMENT OF K. STANLEY ZOLYN, SECRETARY, WHITE INDUSTRIES, INC., 
WESTFIELD, MASs. 


Mr. Chairman, members of the committee, my name is K. Stanley Zolyn. I 
am secretary of our company, White Industries, Inc., of Westfield, Mass. 

In response to my telegram of February 11, 1958, to you requesting permis- 
sion to appear before your committee to present facts showing the disastrous 
effect postage increases will have upon our business you have suggested that 
since hearings are being closed, a statement be submitted that will be inserted 
in the official record. The following is the information which I should 
appreciate recorded. 

Our company has been in business continuously since 1913 when it had its 
small beginnings in a farmhouse in a village about 5 miles from Westfield. 
The company was founded by a 16-year-old boy who had been stricken with 
polio, and through his guidance has continued to grow over the years to a 
point where we employ in the vicinity of 300 people during our busiest seasons 
of the year. The founder’s name is Arthur T. White who is still active in the 
business and at present is its chairman. 

Since our very earliest days we have relied entirely upon the United States 
post office through which to sell our goods. At this time we provide the West- 
field post office with one-third of its total revenue in a given year. This 
amounts to over $400,000 to pay for our use of all categories of mail except 
second class. 

Our annual payroll provides a very substantial sum with which our employees 
help maintain our local economy as well as pay taxes to our State and Federal 
Governments. Our own profits, too, are taxable at corporation rates. Up to 
this time, despite the increasing hardships with which all small business such 
as ours has had to cope, we have enjoyed a good credit standing and our taxes 
have been promptly and fully paid at all times. 

The fast approaching threat of third-class postage increases that would total 
150 percent within a 6-year period now holds the dismal promise of wiping 
out, or at best seriously curtailing, what has been built up over a 45-year 
period. What two wars, a Serious depression, floods, and hurricanes could 
not do to wipe out this business now seems highly probable with the coming 
drastic and discriminatory third-class rate increases. 

This statement will not go into the details of why we feel it is so important 
that a study be made of the probable impact such arbitrary increases will 
have on small businesses such as ours. Nor will more than a passing mention 
be made of why a potsal policy should be established once and for all before 
tampering with a segment of the economy that produced around $15 billion in 
sales last year. These points have been ably covered by others in testimony 
before your committee. And the chairman has succinctly pointed out a direct 
and sensible road to getting the Post Office Department out of the horrible 
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mess it has been in for so long in his February 1958 Reader's Digest article. 
Our duty to our employees and our community and the Federal Government 
as tax collector is to point out the dark future that awaits all of us if these 
mountainous third-cliss postage increases are heaped onto us. 

Here are just a few of the costs that we have had to struggle with to absorb 
within the past few years. I Say “struggle” because in our business we can- 
not simply raise sales prices to offset increased operating costs; we are in 
too competitive a field. Ours is primurily a business of selling greeting cards, 
gift and household items, both retail to the consumer by mail, and through 
part-time women dealers by mail. Most of our volume is in items that sell 
for $1 and though we and others have tried to increase it, that $1 selling price 
in most cases is as established and immovable as the Rock of Gibraltar. 

Back about 6 years ago we had our first third-class increase of 50 percent 
from 1 cent minimum per piece to 1% cent. On its heels came the parcel-post 
increase of October 1, 1953, adding about $50,000 additional yearly to our costs, 
with an additional increase pending right now. Then Public Law 199 which 
limits the size and weight of packages and which skyrocketed our parcel-post 
costs. Then the new minimum wage bill which went into effect March 1, 1956, 
which costs us an additional $40,000 yearly. 

In all the furor over postage rates, one important item is often forgotten. Al- 
though in the past 6 years the official minimum postage rate has been 1% cents 
or $15 per thousand pieces mailed, our costs of third-class mail from the time 
it is addressed until the time it is delivered run far higher than that. As is 
well known, we and other users of third-class mail perform up to nine different 
operations which, with first-class mail, are the job of the Post Office Depart- 
ment. Such operations are costly and in these years of spiraling inflation, these 
costs have continued to increase. I mention this only as an answer to those 
who suggest we could pay more for third-class postage because we’ve been paying 
more each year for merchandise, equipment, and material. Since we perform 
these nine operations which truly are the job of the post office, we definitely have 
been paying more and more for the privilege of using third-class permits each 
time wages, trucking and handling costs have increased. 

Why are we so worried that this impending postal increase will be the straw 
that breaks the back of a business it has taken 45 years to build? Because 
our profits are not of the type that can stand such sharp drains upon them. 
Having to cope with the steep added costs mentioned above we have used every 
bit of ingenuity we might have to help offset them, from office and shipping 
procedure to sales promotion. Despite that, the very best profits we have been 
able to make yearly over that period have ranged from one-half of 1 percent 
of our sales to 3% percent of our sales—before taxes. One of these 5 years we 
lost money. 

This proposed postage increase would immediately avalanche upon us an addi- 
tional burden of $90,000 a year if we were to try to continue from slipping back- 
ward seriously in sales volume. This figure assumes that we would inail in the 
same volume we do now, and also assumes that this mail would bring back the 
same volume of business it does now. It does not take into account the lessened 
amount of buying power among the consumers of the country should the present 
dip in our economy continue to grow more serious. We shudder to think of what 
would happen in such a case. 

If sales are not going to increase with higher postage rates, where do we find 
the $90,000 to offset these added costs? Our prospects of being able to recoup this 
money through more streamlined operations, raising sales prices, and cutting 
corners are as within reach as the pot of gold at the end of the rainbow. 

All of which brings about another logical question. What does Uncle Sam do 
for tax money from those small businesses such as ours being forced to the wall 
or to drastic curtailment because of hasty, unrealistic action on postage rates? 

In our city of Westfield, Mass., population 23,000, where our citizens depend 
upon a handful of industries for their livelihoods, we have within the past week 
lost one of its major companies, Fruehauf Trailer, because of lack of work. The 
same situation is true of thousands of other communities in this country. At 
the moment, in addition to other industrial plants closing down, these commu- 
nities face the prospect of other closings which will be forced upon them because 
of these pending postage increases. 

Mr. Chairman, this statement is not meant to be construed as one crying 
“fire” where none exists. The facts cited here are backed by records which 
are open to members of your committee for examination. On the other hand 
we are not asking for charity, subsidies, or handouts. All we respectfully request 


w ore 


ee Ss 


Sy é6¢ 


POSTAL RATES 575 


is that in addition to taking the steps completely outlined by you in the February 
issue of Reader’s Digest. the committee before ordering a bill out demand that 
(1) a study be made by the Small Business Administration and Commerce De- 
partment on the impact of postage-rate increases on small-business users of the 
mails and (2) that a definite policy be established by Congress regarding the 
allocation of public service costs, Unless something of this type is done first, 
it may be too late to repair the damage that will have been wrought tu a part 
of our economy that produces $15 billion in sales a year, and provides a livelihood 
for 4 to 5 million people in this conntry. 





STATEMENT OF HAROLD MCAvoy, PRESIDENT, NATIONAL ASSOCIATION OF Post OFFICE 
AND PostrAL TRANSPORTATION SERVICE MAIL HANDLERS, WATCHMEN, AND MEs- 
SENGERS, AFL-CIO 


/ 


I am Harold McAvoy, national president, with headquarters at 900 F Street 
NW., Washington, D. C. My remarks are directed at the necessity for revision 
of postal rates, including first class, to a more realistic level consonant with 
today’s costs of operating the world’s largest civilian enterprise—the United 
States postal system. 

Congressional action on this legislation now needs only the approval of your 
committee and the Senate before being fed to the President for enactment. 
The service performed by the Post Office Department, especially on first-class 
matter, continues to be the world’s biggest bargain, in my opinion. One may 
send a letter from Key West, Fla., to Vancouver, Wash., for 3 cents, or from 
Augusta, Maine, to San Diego, Calif. 

With the trend today of airlifting first-class mail, the postal patron may even 
expect at times that his letter will travel at the rate of speed even without paying 
airmail postage, as is often true between Washington and Chicago, New York 
and Chicago, and other principal points. 

It is not necessary that I enter into a discussion of details regarding specific 
rates for deferred matter, except to say that we regard it as necessary that all 
rates be given a careful examination. 

There have been times when we who represent those employed in the postal 
field service have been confronted with objections to revise our salary scales, 
have been told that the income of the postal system is far below the expendi- 
tures, and that salary legislation would further add to the postal deficit. We 
are not budgetary experts, but if this is to continue to be the basis for delaying 
beneficial legislation, we wish to be recorded as in favor of increasing the 
rates paid for service rendered by the Post Office Department. 

I am gratified at the opportunity of adding my own endorsement and that of 
my union to the good cause of enacting rate legislation at the earliest prac- 
ticable date. 





STATEMENT OF F. GRANGER WEIL, CHAIRMAN, PosTAL AFFAIRS COMMITTEE OF THE 
INLAND DAILY PRESS ASSOCTATION 


The membership of the Inland Daily Press Association is unanimously agreed 
on the following points in connection with the proposed changes in mail rates: 
1, They are entirely willing to pay their fair share of the cost of mail service. 

2. A clear statement of policy concerning the Postal Department should be 
forthcoming from the Congress. 

3. Costs should be more carefully evaluated, particularly with respect to 
second-class allocations and the Department’s so-called public welfare costs. 

4. They are opposed to the Rhodes amendment as unfair and unworkable. 

5. Efficiency of the Post Office Department should be carefully scanned in 
justice to its employees and the public. 

In any event, we do not believe that there can be fair adjustment of rates 
without the initial definition of policy which we have mentioned. 

We are, also, firmly convinced that an amendment to the proposed pay-increase 
bill with respect to rate raises would be not only ill-advised and untimely (in 
view of the Senate Postal Committee’s work) but certainly unorthodox in its 
approach to the postal problem. 
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STATEMENT OF JOHN L. BLAIR, PRESIDENT, NEW Process Co., WARREN, Pa. 


After 47 years of steady growth, this company now employs S00 people and 
annually supplies, entirely by mail, about $20 million worth of competitively 
priced essential merchandise to 31% million business and professional families, 
including members of the families of several United States Presidents; 21 United 
States Senators and 106 United States Representatives; 3 Justices of the United 
States Supreme Court and 23 Federal judges: 38 United States admirals and 
generals, 60 top-level United States Government officials, including members of 
the Cabinet and the White House staff; 9 State governors and many high State 
officials; 48 well-known authors, 53 top stars of the entertainment world, 13 
famous sports figures, 33 leading published, 46 prominent artists and musicians, 
29 famed educators and scientists; over 200 board chairmen, presidents or vice 
presidents of America’s leading financial and industrial corporations; plus hun- 
dreds of other nationally known leaders in almost every field, all of whom buy 
needed merchandise from us exclusively by mail. 

Many of these people have been steady customers of this firm for long periods 
of years; the great bulk of our business is repeat orders from satisfied customers. 

All our orders are obtained entirely from third-class bulk rate letters with 
merchandise illustrated in actual-color printed folders, inclosed in envelopes ad- 
dressed to carefully selected individual names and not to such shotgun addresses 
as Boxholder or Occupant. 

These details are cited here because it is essential that Members of the Con- 
gress and the Post Office Department management realize that this type of third- 
class mail performs a vital economic service to the public in the distribution 
of wanted and needed merchandise running into billions of dollars annually, 
for many millions of intelligent American consumers who rely on third-class 
mail for easy shopping at low prices. 

To penalize such legitimate and selective mail users by imposing destructive 
rate increases, as H. R. 5836 does, is not only a blow below the belt at these 
users, their employees, and their suppliers, but it is also a severe infringement of 
the rights of the many millions of Americans who are, by their own choice, con- 
firmed and regular buyers by mail. 

If the Congress desired to eliminate certain unwanted matter from the mails, 
as may be indicated by recent impassioned appeals from some sources, then legis- 
lation or regulations should single out the real offenders and ban them from the 
mails. 

On the other hand, the meat-ax, punitive-rate approach to the complex prob- 
lems of the postal service, as perfectly exemplified by H. R. 5836 in its present 
form, can only result in extremely serious consequences reaching far beyond 
the present realization of those who advocate this approach. 

Here, for one example, is what this bill would do to our small company: 

H. R. 5836 would increase our third-class postage expense by more than 
$536,000 a year—and this comes on top of the $200,000 a year increase imposed 
on third-class bulk mail 5 years ago. 

Stated another way, this bill adds a rate increase of 60 percent on top of 
the 50 percent increase enacted in 1952. 

It would require us to pay 214 times the postage rate we paid only 5 years ago. 

Such a stupendous postage rate increase would wreak havoc on a great seg- 
ment of the Nation’s industry, and create sudden, widespread unemployment and 
a terrific epidemic of business failures. 

We do not believe it possible for such rates to produce the revenues anticipated, 
and know that the Treasury’s personal corporate tax revenues would suffer dras- 
tic reductions. 

The problem of the postal deficit can be solved, we are convinced, by greatly 
increased mechanization of all postal operations, followed, if necessary, by 
moderate and intelligently applied rate adjustments which mail users can absorb 
without serious economic disruption. 

Therefore, we hope the Senate, in its wisdom, will act now to prevent H. R. 
5836 from becoming law. 





STATEMENT OF Paut H. Botton, WASHINGTON REPRESENTATIVE, ASSOCIATION OF 
Home Stupy ScHoots, Inc. 


My name is Paul H. Bolton, Washington manager for the Association of Home 
Study Schools, Inc., with national headquarters at 1001 Connecticut Avenue 
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NW., in the Nation’s Capital. Our membership, fully listed in the directory ac- 
companying this statement, includes approximately 60 home-study schools all of 
which are typical of small business in the American economy, and whose sery- 
ices are devoted to offering training “beyond the classroom.” 

As educators who depend principally upon the United States mails, these 
home-study schools are vitally affected by any additions to the cost of mailing, 
and appreciate this opportunity of appearing before your distinguished com- 
mittee today to urge much greater study of this important subject than can 
possibly be crowded into these final days of hearings and potential action by 
Congress before adjournment of this session. 

We are deeply appreciative of this opportunity to lay before your committee 
just a few angles of the matter that may spell the very existence in the near 
future, of many important but smaller correspondence schools. We underscore 
with feeling the compliments extended to your committee by Mr. George Brady 
of the Hearst newspapers in yesterday’s hearings. We appreciate the fact that 
this subcommittee has undertaken a tremendous task, and that through no fault 
of yours the job had to be begun very late in the congressional session. The 
House of Representatives spent 7144 months on this question. It is out of the 
question to assume that you can properly weigh all implications and expedite 
this bill through to passage. We oppose the proposed bill in its present form, 
and ask particularly that through later amendment, you give proper considera- 
tion to the needs and problems of home-study schools, as you have thoughtfully 
done in certain educational provisions that seek to apply to educational, religious 
and nonprofit groups. 

President EKisenhower gave the most eloquent commendation of home-study 
schools and training a year ago when he wired greetings to our association’s 
national gathering in Washington, with these observations: 

“Work in the field of home study represents an increasingly important con- 
tribution to the cause of education in America. Home-study courses are used 
by the Armed Forces to teach their personnel, by an increasing number of busi- 
ness firms to provide instruction for their employees, and by thousands of men 
and women all over our Nation who recognize in these courses a practical and 
inexpensive way of obtaining an education. I congratulate all of you on your 
part in this educational effort and wish you continuing success! Dwieut D. 
EISEN HOWER.” 

Actually, a careful and authentic research report recently compiled by this 
association, reveals the fact that three-quarters of a million new students are 
served each year by the correspondence schools of the United States. This 
represents small business in the average school, but very large achievement and 
a tremendous record of service, when the accomplishments of this training are 
counted. A well-known educator recently was quoted as observing that “un- 
doubtedly the greatest educational value today, dollar for dollar, is enjoyed by 
the person who takes full advantage of the opportunity available through home- 
study training.” 

In H. R. 5836, special reference is made to the rate exception designed to give 
special consideration of education by making special exceptions for books, 
library materials, manuscripts, academic theses, scholarly biographies, etc., when 
exchanged between “schools, colleges, or universities, public libraries, religious, 
educational and scientific organizations not organized for profit * * *” as 
spelled out in the bill. 

We note also in referring to the second-class exemptions in the bill now in 
effect for that class (No. 39 U. S. C. A., see. 289a) this reference: “And further 
provided, That existing rates shall continue in effect with respect to any reli- 
gious, educational, or scientific publication designed specifically for use in school 
classrooms or in religious instruction classes.” 

Today’s third-class exemptions (according to No. 39 U. 8. C. A. see. 290 (a)) 
similarly provide: “That the rates prescribed by this section shall not apply 
with respect to matter mailed by religious, educational, scientific, etc., organ- 
izations or associations * * *,” 

In the text of H. R. 5836 we are impressed by the concern expressed for pre- 
serving the “inherent advantages of the postal service in the promotion of social, 
cultural, intellectual, and commercial intercourse among the people of the 
United States—as well as for development and maintenance of a postal service 
adapted to present and future needs” of our national economy. 

I am certain that your committee is fully aware of the great problems cur- 
rently faced in our educational system by reason of the much discussed popula- 
tion growth and the extreme shortage of teaching facilities. The President 
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recently named Dr. Bevis, retired president of Ohio State University, as head 
of a special committee to accelerate plans for teaching engineers. Enrollment 
strains are now faced by all educational institutions, and it is a foregone con- 
clusion that correspondence courses, “training beyond the classroom,” must be 
more and more depended upon to fill in the widening gaps. We should take 
a lesson from Sweden, with a total population less than that of Ohio, but 
where correspondence courses are encouraged by the Government, and where 
privately owned and operated home-study schools are training almost a quarter 
million students each year. 

In these days of intensive consideration of these many facets of the postal- 
rate problem, we earnestly urge that you weigh very importantly the great 
contributions that home-study schools in the United States—privately owned 
and operated correspondence institutions—are making, and will increasingly 
be called upon to make, to meet this educational problem. 

The stipulation in H. R. 5836 proposing exceptions for universities, libraries, 
etc., is immediately nullified by the definition “not organized for profit” which 
removes virtually the entire contribution of home-study schools in meeting this 
need. To provide strong faculties and to create dynamic training materials, 
these schools must of necessity be profit-making institutions. The amendment 
and exceptions we plead for at this time, as spelled out earlier in my statement, 
should be seriously planned and included, else you will eliminate all but the 
limited extension courses of endowed and State or denominationally supported 
schools. Our association’s member schools acclaim the recognition of eduea- 
tion’s importance and services implied in evident attempts to include some 
assisting rate exceptions in H. R. 5836. We wish to be as eloquent as possible 
in urging that you help the educators of the Nation to meet this unprecedented 
challenge of the immediate future—by encouraging and not hampering them 
in their sincere efforts to offer “training beyond the classroom” with the 
assistance of the United States mails at rates that are feasible. 

Timing is another distinct phase of this overall problem. In her very elo- 
quent testimony or statement before your committee yesterday, Mrs. Marion M. 
Wilcox—a small manufacturer—gave a classic instance of the hardship that 
ean befall small business by postal regulations being applied without sufficient 
time allotted for adjustment to such increases. Today's distribution has a 
velocity that is the envy and marvel of all of the rest of the world—but it still 
takes planning and calls for definite Government understanding and cooperation. 

On this point the president of one of America’s largest home-study schools, 
LaSalle Extension University of Chicago, Ill., wired me late yesterday afternoon 
as I will here quote. His school, presently not a member of our association, 
is recognized as doing a tremendous job in the correspondence field. He ob- 
served: “If postal-rate increases are required, suggest they do not become 
effective until at least 6 months after passage of bill, to allow all businesses 
to make necessary adjustments in materials and prices. Installment businesses 
will not realize benefits of price adjustments until the last payments on terms 
extending over 1- or 2-year periods. Proposed first-class postage rates would 
add heavy cost burden on approximately 2 million home-study students at both 
public and private schools. This is discriminatory. The Government sub- 
sidizes many forms of education, Proposed rates would penalize home-study 
students.” 

These pertinent observations right from the desk of one of the largest schools 
in the country will serve to accent the seriousness of our appeal, and to truly 
underscore the importance of our urge to your committee to ponder this ques- 
tion at far greater length than you will have time for in these closing hours of 
last-minute hearings. We thank you for this opportunity to appear before you 
in behalf of both the home-study schools and the millions of future students 
affected. 





(The membership list of institutions, referred to by Mr. Bolton, is 
on file with the committee for reference purposes. ) 


STATEMENT BY Curt TEICH, JR., PRESIDENT OF Curt TEICH & Co., INC., 
CHICAGO, ILL. 


Honorable chairman and members of the committee, my name is Curt Teich, 
Jr., president of Curt Teich & Co., Inc., Chicago, Ill., manufacturers of private 
picture post cards. In behalf of my company and other fellow manufacturers of 
private picture post cards, we feel that a great danger to our industry is impend- 
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ing; I refer to the increase in postage that has been suggested to your committee 
to raise the present postage on private picture post cards from 2 cents per card 
to 5 cents. 

For the purpose of clarification, and so that no confusion will result, we will 
refer to our product as the “private picture post card” which you purchase at 
newsstands, dime stores, hotels, variety stores, drugstores, and in small towns 
and hamlets in remote parts of these United States, in the country general store, 
at 1 cent each to 3 for a dime for the post card, which is then mailable with the 
affixing of a 2-cent stamp. 

The other classification of mailing card for future reference, we will call the 
Government postal card, on sale at United States post offices all over the Nation 
at 2 cents each—complete—ready for mailing, which only covers the cost, so 
to speak, of the stamp. 

The Post Office Department, in selling the Government postal card, supplies 
all of the cardboard, printing, cutting, boxing, wrapping, free transportation 
to the point of sale, selling to the ultimate user, and finally delivering the Govern- 
ment postal card back through the mail to the party to whom it is addressed, 
all for the cost of the postage alone. 

I¢ might be well for the committee to look into the cost of furnishing this 
Government postal card free, as the total cost to the Government per year is 
tremendous. 

Private picture post cards, on the other hand, are purchased by the customer 
and paid for at the point of purchase. The customer then affixes a 2-cent stamp 
before placing it into the mails, which means that the post office receives a net 
revenue of 2 cents per card for the handling through the mails of the private 
picture post card. 

We know of no other parallel situation in which the Government is actually un- 
derselling private industry, when you take into consideration that the Govern- 
ment postal card is manufactured, distributed, and sold for only the cost of the 
postage stamp, whereas the 2 cents received from the stamp purchased by the user 
to be aflixed on private picture post cards completely goes as revenue to the 
Post Office Department. 

The private picture post card is not only an educational medium for familiariz- 
ing the public with local and national points of interest, but also utilized through- 
out the United States as a medium to attract additional visitors to national parks 
and national shrines. In addition, it is a practical medium of correspondence. 
Many people are attracted to a particular locality through the picture depicted 
on the private picture post card, which also indirectly results in increased reve- 
nues for the United States Government by virtue of attracting tourists to the 
national parks and historical shrines. 

We would also like to bring out the fact that the distribution and sale of the 
private picture post card makes it possible for thousands of distributors in retail 
outiets all over the United States to increase their revenues with the resultant 
ability to pay more taxes. Many small distributors and retailers depend upon 
the private picture post card and allied items for their livelihood. Therefore, 
we feel that the increase in postal rates on private picture post cards, with the 
resultant loss in volume, will adversely affect many thousands of taxpayers over 
the Nation. 

On behalf of my own company and fellow producers of private picture post 
cards, 1 would like to recommend to the committee that the postage remain at 
the present 2 cents per card, as the postage was increased from 1 cent per card to 
2 cents per card on January 1, 1952. This amounted to a 100 percent increase, 
and we feel that our particular product has certainly borne its share of postal 
increases and should not be prevailed upon again to have a further increase to 
3 ceuts at this time, especially since we know of not parallel where the cost of the 
stamp and the mailing exceeds the cost of the product. 

I would further like to suggest that the committee investigate the cost of fur- 
nishing free the Government postal card, a big bulk of which is used by adver- 
tisers and commercial enterprises, and we would like to recommend to your com- 
mittee that the Government put a charge per card on the Government postal card 
for manufacturing and distribution, and leave the postage of both the Govern- 
ment postal cards and private picture post cards at 2 cents each. If an equivalent 
charge were made for the Government postal card to cover its cost, the members 
of the committee would be surprised at how much could be taken off the postal 
deficit. 
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SUPPLEMENTAL STATEMENT OF DANIEL JASPAN, LEGISLATIVE REPRESENTATIVE OF 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS 


My name is Daniel Jaspan. I am the legislative representative of the National 
Association of Postal Supervisors, which has more than 20,000 members in the 
postal field service, including custodial and motor vehicle service. 

I have already appeared before this committee to endorse H. R. 5386, as 
reported out by the House Post Office and Civil Service Committee, and as passed 
by the House, without the Rhodes amendment. Since that time, the Postmaster 
General has proposed changing the suggested 4-cent rate for first-class mail to a 
5-cent rate for nonlocal first-class mail. 

In the meantime, our national executive committee has met and fully endorsed 
the 5-cent rate. We feel that steps should be taken to eliminate the postal deficit 
and the 5-cent rate would do the most to attain that aim. 

The members of the executive committee were greatly concerned, as are the 
Members of the Congress, with the constantly increasing national debt. We real- 
ize that the regular postal deficits have done much to increase the national debt 
and, unless steps are taken immediately to counterbalance the trend toward 
increased expenditures over receipts, more will be added to the national debt by 
the post office. 

We know that thé average individual will not object to an increase to 5 cents. 
It will still be a low price to pay for the service rendered. The increases in the 
costs of all types of communications have been much more than the proposed 
increase in the first-class rate. There is no logical reason for not charging 5 cents 
for service rendered to first-class mail. 

We hope that the Senate Post Office and Civil Service Committee will report out 
a bill which will include the 5-cent first-class rate, and that favorable action will 
be taken by both Houses immediately. 

Thank you very much for permitting me to submit this additional statement. 





STATEMENT OF PAUL C. STARK, VICE PRESIDENT, STARK Bros. NURSERIES & 
ORCHARDS Co., LOUISIANA, Mo. 


Stark Nurseries, located at Louisiana, Mo., for 142 years, have been developed 
largely by use of the United States mail. We have used extensive mailings to 
customers and prospective customers and to our part-time salesmen in all parts 
of the country. We also deliver a large percentage of our products to our cus- 
tomers by parcel post. We have used the United States mail for advertising, 
promotional, and service to our customers and our salesmen. The results 
secured from planting our products depends much on the advice and growing 
directions we give to our customers and our salesmen by use of the maiis. 

The present depressed economic conditions have seriously reduced sales for 
our company and many other small-business concerns throughout the country. 
This is extremely serious to business as a whole and to the Government because 
the vast number of small-business concerns are the backbone of the American 
economy and the source of a large percentage of Government tax income. 

All these small business concerns use the mails and many depend on the mails, 
directly and indirectly, as a source of a large percent of their sales and business 
operations. 

Widespread discouragement, retrenchment or failure of a large number of 
small-business firms would be a very serious handicap to the Nation’s effort 
to get our economy started upward again at the earliest possible time. Confi- 
dence of small business will be an extremely important factor in starting the 
upturn in business conditions. 

The helpful understanding and encouragement by the Government and its 
recognition of the many additional, serious problems now faced by small business 
will give an important lift to their morale and will encourage them to increase 
their efforts to improve business conditions. On the other hand, if increases in 
postal rates are such as to discourage business-getting efforts through the mails, 
they can be a great disservice not only to the efforts to check the downward 
economic trend and the increasing unemployment but also to Government tax 
income from small business. 

Much is being said and done by Congress and the administration regarding 
the need for assisting and encouraging small business. This is very timely and 
very important as it affects the whole economy. However, if various construc- 





t 
1 


POSTAL RATES 581 


tive steps are taken to help small business and at the same time burdensome and 
unrealistic postal increases are put in effect, they will cancel the benefits and 
have much the effect of increasing taxes on small business. 

These many small-business firms will be worse off and the overall economy 
hurt. 

We cannot too strongly stress the need of increased morale and confidence 
building action by the Government to encourage small business. 

Third-class postal rates are the important source of generating sales for 
small business and we urge the third class not be raised or, if they are raised, 
that the rates not be as drastic as recommended in H. R. 5836. A moderate 
raise would allow time for business to adjust their operations instead of being 
forced by drastic postal increases to greatly curtail use of the mails, resulting 
in less sales, smaller profits, and less income to the Post Office Department. 

We also urge that first-class mail, which is used extensively by small business, 
be held at the present rates. At least, if it is found absolutely necessary to make 
a raise in first class, it should be held to 4 cents. 

We believe the above recommendations are very important to business, to the 
Government, and to a quicker economic recovery. 

The Congress and the administration are considering many actions and ex- 
penditures to encourage a prompt improvement of economic conditions and a 
lessening of unemployment. Most of these suggested actions would require ex- 
penditures of large sums of money and some may in the long run affect unfavor- 
ably the soundness of our economy. 

On the other hand, confidence building and encouragement of the great num- 
bers of small business concerns in every State such as would result from not 
adding drastic postal increase burdens will be an important stimulus to small 
business, to the economy as a whole, and help to check the trend toward in- 
creased unemployment. It will also mean larger income tax returns to help 
meet requirements for national defense and Government operations. 

If this occurs, it may be unnecessary to resort to so many of the proposed 
temporary or large scale public works that are not urgently needed. It is bet- 
ter to follow a proven reliable method, such as this encouragement and stimulus 
of small business rather than resort to some untried methods that may tend to 
weaken the Nation’s economic strength. 

Under the present circumstances, it makes no difference whether the indi- 


vidual taxpayer’s tax money is expended for temporary public works programs 
that are not urgently needed or whether it is expended to support an established 
postal department operation which is a proven means of stimulating small busi- 
ness to use the postal service for creating additional business and thereby help 
business recovery. 


STATEMENT OF HERBERT B. BRAND, DIREcTOR, RAILWAY MAIL TRANSPORTATION 
DIVISION, ASSOCIATION OF AMERICAN RAILROADS 


Mr. Chairman and members of the committee, the views of the railroad indus- 
try with respect to H. R. 5836 which are set forth in this statement have been 
considered and unanimously approved by the board of directors of the Associa- 
tion of American Railroads at its meeting on January 31, 1958. 

Since World War II, inflationary pressures in our economy have greatly in- 
creased the cost of operating virtually every business which provides services 
for the people. The Post Office Department and the railroads of the country 
have been similarly affected by these economic developments. Increased wage, 
material, and equipment costs have sharply and repeatedly increased the operat- 
ing expenses of both the Department and the railroads. These facts pertaining 
to the Post Office Deparment are well known to you. The railroads are naturally 
sympathetic with the Postmaster General’s effort to raise postal rates te mate- 
rially reduce, if not eliminate, the annual postal deficit which, incidentally, 
closely approximates the annual deficits being sustained by the railroads in 
providing the passenger train services, including the transportation of mail for 
the Post Office Department. 

The railroads are, of course, heavy users of postal services and for this reason 
alone have a direct interest in this bill. Also, the railroads pay large amounts 
of income taxes to the Federal Government, which in recent years have aver- 
aged more than $1 million per day, and for this additional reason they have an 


interest in reduction of the tax burden to the extent that it results from inade- 
quate postal rates. 
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For the above reasons, and also pursuant to authority from the board of 
directors of the Association of American Railroads, I appeared before the 
House Committee on Post Office and Civil Service on April 12, 1957, and ex- 
pressed the support of the railroad industry for the postal rate increases then in 
part I of the bill, even though it was estimated that those increases would 
raise railroad postage costs by more than 30 percent in fiscal 1958. The rail- 
road industry continues to support the 4-cent first-class postage rate and the 
7-cent airmail postage rate provided in the pending bill. It is desired to point 
out, however, that an airmail postage rate of S-cents would have the merit 
of continuing the present 2 to 1 ratio between the airmail and first-class rates. 
If an 8-cent rate were considered by your committee it, too, would have our 
support. 

The railroads are informed, of course, of the recent proposal of the Post 
Office Department that the first-class rate on nonlocal letters be established at 
5 cents. The railroads do not favor the 5-cent rate. The 1956 cost-ascertain- 
ment report, which is the latest available, shows that first-class (under the 
3-cent postage rate) mail revenue exceeded the expenditures allocated to that 
class by $35 million. Even allowing for an increase in Post Office Department 
expenses since then the increased revenue from the 4-cent rate, which would 
produce an additional $348 million, would undoubtedly more than meet the 
expenses for first-class mail. The railroad industry, while it believes that 
first-class mail should pay its way, does not believe that it should provide a 
subsidy to other users of the postal service. 

Nevertheless, if the committee should favor a 5-cent postage rate for nonlocal 
first-class mail, the railroads strongly urge that a 10-cent rate be established 
for airmail, thus preserving the existing 2 to 1 ratio. 

in connection with the tlying of 3-cent surface mail, and the Post Office De- 
partment’s need for additional postal revenues, the railroad industry desires 
to call the committee’s attention to the position of the railroads as the Nation’s 
major carriers of mail. Postal officials have said in the past that the railroads 
are the backbone of mail transportation. The Post Office Department, never- 
theless, began, more than 4 years ago, the diversion from the railroads to 
airlines of substantial quantities of first-class mail regularly moving between 
points for which the railroads were then providing and are continuing to pro- 
vide regular and dependable train service. This practice, which has since been 
expanded on the west coast and parts of Florida, was inaugurated without 
notice to the railroads, as a so-called experiment for the stated purpose of de- 
veloping information during a temporary period. This experimental flying 
of 3-cent mail, and the resulting diversion from the self-supporting railroads 
to the Government-aided and in some cases subsidized airlines, has been harm- 
ful to the railroads and in addition has been discriminatory and thus harmful 
to the general public. The railroad industry, therefore, urges action to dis- 
continue the so-called experiments for the following reasons: 

1. The 4 years of experimentation have certainly developed all the informa- 
tion which is to be gained through legitimate experimentation, and further 
continuance, for which there is no congressional or other authority, is not jus- 
tified. 

2. Test mailings of more than 65,000 first-class and airmail letters on the 
west coast prove that in the aggregate there was no improvement in service for 
first-class mail as a result of the airlift and that airmail service actually became 
worse by reason of the volume of first-class letters being flown. (The descrip- 
tion and complete details of the test appear in appendix A attached hereto.) 

3. The practice of flying 3-cent surface mail, to the extent there may be im- 
proved service, discriminates against those communities where the service 
cannot be given. 

4. The “experimental” airlift has deprived the railroads of almost $2 million 
in revenue annually since it began, without permitting commensurate reductions 
in railroad expenses. (The railroad routes on which the airlift resulted in the 
withdrawal of railway post office service, by railroads, are listed, and the lost 
revenues itemized, in appendix B.) The loss of these revenues was the sole 
or contributing factor in the necessary discontinuance of passenger trains on 
the New York Central Railroad, the Southern Pacific, Santa Fe, and the Northern 
Pacific, and reduced the gross revenues on other trains to the point where any 
further decline may well cause the permanent loss of other rail service. In 
addition, the discontinuance of the RPO runs resulted in the idleness or “sur- 
plussing” of a considerable number of RPO units of railroad equipment—a 
specialized type of equipment which is usable only in serving the Post Office 
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Department. In at least one instance the idled railroad cars were sold to a 
railroad in another country, the only means by which this railroad could recover 
its investment in those cars, 

5. It is against the national transportation policy and the long range interests 
of the postal service itself and of the national defense for the Department to 
draw off from the railroads this regular, more attractive mail business, elimi- 
nating train service in some instances, and generally leaving the railroads in a 
standby position. 

For the above reasons, the railroads urge that this committee consider 
appropriate action which would have the effect of terminating the experiments 
by discontinuing the present flying of mail not bearing airmail postage. The 
results of the airlift upon the railroads, which I have described above, provide 
a specific illustration of selective diversion of mail traffic away from the railroads 
under circumstances causing harm to them and the national interests. 

There are two additional matters which we believe merit the attention of 
your committee at this time. They result largely from the drastically changed 
nature of mail transportation, and from the sharply increased costs resulting 
from the recent inflationary spirals, and which the Postmaster General has 
himself emphasized to you in their effect upon the Post Office Department. In 
1916 railroads were virtually the only means for transportation of intercity mail, 
and they had a monopoly. Not only was there no motor or air competition for 
mail, but there was no competition of those types for freight or passenger traffic. 
If deficits were sustained in carrying mail for the Government, they could be 
offset by charges against other traffic. There was no national necessity that 
mail rates be fully compensatory, or even compensatory on an. out-of-pocket 
basis; nor was there any compelling need for frequent adjustment in mail rates. 

Today, on the other hand, mail traffic is competitive business. Since 1951, 
the Post Office Department has pushed trucking programs, and it now is reported 
to have an extensive program in the planning state. Until 1953, the railroads 
believed that the public, through its selection of stamps, would decide when mail 
would be flown. It was, at least, certain that 3-cent mail would be moved by 
some surface carrier. 

The experimental flying of 8-cent mail introduced a new element of instability 
and uncertainty, so far as railroads (and also the general public) are concerned. 

For over 40 years, railroads have transported mail under the Railway Mail 

’ay Act of 1916. This act confers upon the Post Office Department a composite 

of statutory authority over rail service which still, today, has no counterpart 
with respect to any other service or traffic. Under the 1916 law, the Post Office 
Department can and does command and, to a substantial degree, controls and 
supervises our service. The Interstate Commerce Commission can control our 
compensation, and, in effect, fixes a scale of maximum rates—an upper limit 
or ceiling on our mail revenue. In doing this, the ICC is required by the 1916 
act to hold hearings and to hear evidence and arguments from the Post Office 
Department as well as the railroads. BExperience demonstrates that this legal 
procedure requires years in any contested case. (Record of mail-pay cases since 
1916 is shown in appendix C.) Even small mail-pay rate adjustments, to meet 
known, noncontroversial, general increases in wages paid to railroad workers, 
may be granted only after hearings. This is not required as to rates on any 
other railroad traffic. Frequently, there has been a series of increases in railroad 
costs during the time that a mail-rate case is pending, and the pending request 
has had to be raised, and new evidence offered, and new delays encountered. 

It is true that mail-rate increases are required by Supreme Court decision to 
be made effective retroactively, from the day the application was filed. But 
this right to back pay, years hence, to meet expenses long since incurred and re- 
quired to be paid, is not, of itself, an adequate remedy. Railroad-earnings 
margins are too narrow and their working capital too seriously depleted for 
them to be required to finance services for the Federal Government. As u 
practical matter, the time involved in complying with the hearing require- 
ment has forced railroads to agree to ICC orders waiving much of the retro- 
active pay—and in at least one instance has forced railroads to waive certain 
normal procedural rights in their presentations to the ICC in their urgent need 
for a prompt decision and receipt of cash to meet expenses. 

Present law—but in the Transportation Act of 1940, not in the 1916 Mail 
Pay Act—authorizes contracts between the Post Office Department and any 
railroad for mail transportation at rates less than those fixed by the Interstate 
Commerce Commission. In many instances, this is a useful and even valuable 
legal provision, because it permits flexibility in meeting bona fide competition— 
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but railroads can afford to do this only where the ICC rates are on a full-cost 
basis. The Post Office Department, able to command any railroad to serve it 
ut Commission rates, and controlling large amounts of business, can success- 
fully bring pressures for railroad contracts at rates below the level fixed by 
the Commision. If the Commission fixes maxium rates on all mail at less than 
full cost, adopting Post Office Department arguments, the railroads cannot afford 
to reduce rates by contract and thus remain in the market for competitive mail. 

Motor carriers and water carriers are subject to no regulatory control in the 
transportation of mail. The airlines have the protection of a legal guaranty of 
cash subsidy under certain conditions when and as needed, and numerous other 
highly valuable subsidies in Government-financed airports, airways, weather 
services, ete. The Post Office Department need not and does not look only to 
common Carriers, or even to carriers paying union wages. 

Under these Federal policies, expressed in congressional enactments and 
Post Office Department actions, it is inevitable that railroads will carry mail 
at considerably less than the full costs incurred by them to provide this com- 
pulsory service. This amounts to a railroad subsidy to the Federal Government. 
Since the railroads cannot draw upon Federal or State treasuries, it is inevitable 
that their thousands of other patrons and their investors must bear this financial 
burden of providing service to the Post Office Department. 

The problem of mail deficits is even more important, however. Railroad- 
freight business is today keenly competitive, dynamic, fast changing. Railroads 
cannot successfully or indefinitely participate in this challenging competition for 
freight business so long as they do so under the disadvantage of tremendous 
passenger-train losses and with only the narrowest profit margins on their overall 
business. 

Mail is part of the passenger-train business. Railroads have no desire to stop 
hauling mail or to stop serving the Government. They believe, to the contrary, 
that the true public interest lies in their continuing to do so, because, when their 
total services for the Department are considered, they are more economical and 
provide more dependable and regular service for the great bulk of the mail than 
do any of their competitors. Also, they already have extensive and costly facili- 
ties and equipment to do so. Moreover, it is in the public interest for the Gov- 
ernment to support their true common-carrier services, which are indispensable 
to the country in peace and war. We urge that there be included in the bill now 
before your committee two additions which will remedy this situation. 

The first of these two proposals is that the Railway Mail Pay Act of 1916 be 
amended to make certain that railroads have a practical means of securing expe- 
ditious action by the Interstate Commerce Commisison on rate proposals designed 
to fully compensate the railroads for performing the service. The provisions of 
the Transportation Act of 1940 would be retained to give the Post Office Depart- 
ment the benefit of competition in specific instances where the railroads are able 
to reduce rates at advantage to both the Post Offica Department and themselves. 
And, of course, the Post Office Department could always turn to other means of 
earriage. Accordingly, the following specific suggestion is made for amendment 
of the 1916 law: 

1. Any railroad or group of railroads shall be entitled to file with the Inter- 
state Commerce Commission, a schedule of charges to be made for the carriage of 
United States mail, effective 30 days after filing. Unless suspended, as provided 
below, this schedule of charges shall become effective. A copy of the schedule of 
charges filed with the Commisison shall simultaneously be served upon the 
Postmaster General. 

2. The Commisison shall have the power to suspend the effectiveness of the 
schedule on the ground that the charges are too high, but only if and to the 
extent that the Commisison concludes and finds upon preliminary investigation 
that there is a reasonable probability that the charges will produce revenues 
exceeding the railroad’s, or railroads’ full mail costs, plus a reasonable return on 
the investment in facilities and equipment devoted to mail service. To the extent 
that the schedule becomes effective, the Post Office Department shall pay the 
charges specified in it, unless the railroad separately contracts to provide service 
for less. 

Any suspended schedule shall be the subject of a Commission hearing, but 
shall be approved, as of the originally published, effective date, unless the Com- 
mission finds that the charges would produce more than full cost plus a reason- 
able return. In the latter event, the suspended charges shall be adjusted by the 
Commission so.as to produce revenue equal to full cost and a reasonable return 
on investment, and, as adjusted, shall be approved by the Commission and made 
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effective as of the originally published, effective date. The Post Office Depart- 
ment shall pay the charges provided in any approved schedule, unless the railroad 
separately contracts to provide the service for less. 

Enactment of the above proposal would provide a practical means by which 
the railroads could in fact be adequately compensated for transporting and 
handling such mail as the Department chooses to have them transport and 
handle. At the same time all the rights of the Post Office Department to negoti- 
ate lower rates with the railroads or to use other means of transportation would 
be preserved. 

The second proposal of the railroad industry in the light of today’s mail trans- 
portation conditions is that Congress pass a law which will assure maximum 
use of the common carriers of the country for the transportation of mail where 
they can and will do so at rates not exceeding their full costs. 

As with their freight and other services, the railroads handle and carry all 
mail tendered to them. As common carriers, they are even now suffering seri- 
ously from selective diversions of the more attractive portions of their various 
types of business. Private and pseudoprivate specialists pick and choose the 
better-paying portions of traffic and provide no general service for all types of 
business at all times. The Government should support the Nation’s true common 
earriers who provide complete service and are the main and ultimate reliance of 
the general public and the Government itself for essential transportation services. 

To provide this support for common carriers, there should be included in the 
bill before your committee a provision requiring the Post Office Department to 
tender surface mail (all mail other than airmail and air parcel post) only to 
common carriers by railroad, highway, or water, as defined in the Interstate 
Commerce Act, subject to the following exceptions : 

(a) Bona fide star route operations providing supplementary transporta- 
tion of local mail such as those inaugurated prior to 1951. 

(b) Instances where no common carrier is willing or able to serve. 

(c) Instances where the Interstate Commerce Commission finds on appli- 
cation by the Post Office Department, after hearing, that the common carrier 
will provide adequate service only at rates exceeding its full cost and a 
reasonable return on its investment for mail service or only on schedules 
not suitable to meet the needs of the mail service. 

(d) Emergencies as provided in sections 470 and 488a of title 39, United 
States Code Annotated. 

We urge favorable action on these two important, basic legislative changes 
needed to reflect the fundamental change in the character of mail transportation 
since 1916; we suggest the committee take appropriate action to bring to an end 
the flying of 3-cent surface mail; and we support the 4-cent first-class postage 
rate and the 7-cent or 8-cent airmail rate. 


APPENDIX A 
PERIOD OF MAILINGS 


The test letters (3-cent postage) that were mailed before experimental flying 
began were mailed during the latter part of October 1954, generally Monday 
through Friday. The test letters (3-cent postage) mailed after the experimental 
flying started were mailed during March 1955. These letters, too, were generally 
mailed during the week and not on weekends. 

The airmail test letters (6-cent postage) that were mailed prior to the start 
of the airlift were mailed November 15-19 (Monday through Friday). The air- 
mail test letters that were mailed after the airlift began were mailed during 
the latter part of November and early December 1954. The letters were usually 
mailed during the week instead of on weekends. 


TIME OF MAILINGS 


Three of the four railroads that handled the test letters reported that the 
mailings were made at the closeof business day, or at about 5 p.m. The fourth 
railroad made two mailings each day of the test—one between 11 a. m. and 12 
noon, and again at between 4 and 5 p. m. 


PLACE OF MAILINGS 


Three of the four railroads that made the test reported that the letters were 
deposited in the nearest letterbox or mail chute in conformity with the usual 
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practice. The fourth railroad stated that the test letters were handled through 
company mail rooms with other company mail. 


SUMMARY OF AIRMAIL SURVEY 


The Santa Fe Railroad conducted tests between 17 cities, both before and after 
the airlift began. The survey showed improved airmail service after the experi- 
mental flying began at four cities—Bakersfield, Empire, Fresno, and Pittsburg, 
Calif. The survey showed poorer service after the experimental flying started 
at 13 cities—Berkeley, Corcoran, Glendale, Hollywood, Los Angeles, Merced, 
Oakland, Pasadena, San Bernardino, San Diego, San Francisco, Stockton, and 
Wasco, Calif. The ymproved service, timewise, varied from a low of 4 hours at 
Bakersfield, to a high of 12 hours at Empire, Calif. The poorer service, timewise, 
varied from a low of 1 hour at Los Angeles, to a high of 15 hours at Pasadena, 
Calif. 

The Southern Pacific Co. conducted airmail tests between 12 cities. Improved 
service was shown at only two points—Fresno and Los Angeles, Calif. Timewise, 
the improvement was shown as 2 hours at Fresno and 1 hour at Los Angeles. 

Poorer service was shown at 10 cities—Eugene, Klamath Falls, Medford, Port- 
land, Oreg.; Redding, Sacramento, San Diego, San Francisco, and Santa Cruz, 
Calif.; and Seattle, Wash. Timewise, the impairment varied from a low of 1 
hour at 3 cities to a high of 6 hours at 1 city. 

The Union Pacific Railroad conducted tests between three cities only—Los 
Angles, Portland, and Seattle. Impaired airmail service was shown at all 3 
cities as follows: 7 hours at Portland, 9 hours at Seattle, and 20 hours at Los 
Angeles. 

There were 2,193 airmail letters mailed prior to the start of the experimental 
fiving and 2,563 after it began. 


SUMMARY OF 3-CENT LETTER SURVEY 


The Santa Fe Railroad conducted 3-cent letter tests between 17 cities. Im- 
proved service was shown at 11 cities—Empire, Fresno, Hollywood, Los Angeles, 
Merced, Oakland, Pittsburg, San Bernardino, San Diego, San Francisco, and 
Stockton, Calif. In hours, the improvement varied from 1 hour at Fresno and 
Pittsburg, Calif., to a high of 14 hours at Empire, Calif. A 2-hour improvement 
is shown at San Francisco, 7 hours at San Diego, and 3 hours at Oakland, Calif. 

Poorer service was shown at five cities—Bakersfield, Berkeley, Glendale, 
Pasadena, and Wasco, Calif. In hours, the impairment varied from a low of 
1 hour at Berkeley to a high of 6 hours at Pasadena, Calif. 

The Great Northern Railroad conducted tests between 15 cities. Improved 
service was shown at 12 cities—Aberdeen, Centralia, Longview, Olympia, Seattle, 
South Bend, Tacoma, and Vancouver, Wash.; Portland, Oreg.; Los Angeles, 
Oakland, and San Francisco, Calif. In hours, the improvement varied from a 
low of 1 hour at Longview and South Bend, Wash., to a high of 10 hours at 
Olympia, Wash. 

The survey showed poorer service at Cle Elum, Wash.—2 hours: and Klamath 
Falls, Oreg.—11 hours. No improvement or impairment was shown at Sacra- 
mento, Calif. 

The Southern Pacific Co. conducted these tests between 37 cities. Improved 
service, after the airlift started, was shown at 12 cities—Ashland, Coos Bay, 
Eugene, Medford, Portland, and Salem, Oreg.: Los Angeles, Merced, Oakdale, 
San Diego, and Santa Ana, Calif.; Seattle, Wash. The improved service iu 
time varied from a low of 1 hour at Merced, Calif., to a high of 11 hours at 
Seattle, Wash. An improvement of 3 hours was shown at Los Angeles, and + 
hours at San Diego, Calif. 

Impaired service was shown for 21 cities—Albany and Klamath Falls, Oreg.; 
Berkeley, Chico, Delano, Dunsmuir, Fresno, Lancaster, Modesto, Mojave, Porter- 
ville, Redding, Sacramento, Salinas, San Fernando, San Francisco, San Luis 
Obispo, Santa Cruz, Santa Paula, Tulare, and Visalia, Calif. The impairment 
in time varied from a low of 1 hour at Lancaster, Mojava, Salinas, and San Luis 
Obispo, to a high of 8 hours at Delano and Dunsmuir, Calif. 

There was no change in service at four of the points included in the survey 

The Union Pacific Railroad conducted similar tests between three large cities 
only. In each case an improvement was shown as follows: Los Angeles, Calif.— 
23 hours; Portland, Oreg.—26 hours; and Seattle, Wash.—10 hours. 

The survey made by the 4 railroads listed above was made between 58 cities. 
The consolidated results were: Improved service was shown for 23 cities— 


igh 


OS 
Os 


al 


POSTAL RATES 587 


Aberdeen, Centralia, Longview, Olympia, Seattle, South Bend, Tacoma and 
Vancouver, Wash.; Ashland, Coos Bay, Eugene, Medford, Portland, and Salem, 
Oreg.; Empire, Hollywood, Los Angeles, Oakdale, Oakland, Pittsburg, San 
Bernardino, San Diego, and Santa Ana, Calif. 

The survey showed no change in service either as to improvement or impair- 
ment at four cities—Corcoran, Marysville, Merced, and Stockton, Calif. 

Poorer service in hours was shown for 26 cities—Albany and Klamath Falls, 
Oreg.; Bakersfield, Berkeley, Chico, Delano, Dunsmuir, Fresno, Glendale, 
Lancaster, Modesto, Mojave, Pasadena, Porterville, Redding, Sacramento, 
Salinas, San Fernando, San Francisco, San Luis Obispo, Santa Cruz, Santa 
Paula, Tulare, Visalia, and Wasco, Calif.; and Cle Elum, Wash. The impair- 
ment in time varied from a low of 1 hour at 6 points; 2 hours at 6 points; 3 
hours at 7 points ; to 8 hours at 2 points—Delano and Dunsmuir, Calif. 

Thirty-two thousand four hundred and ninety-six 3-cent letters were mailed 
before the airlift began and 30,887 letters after the airlift started. 

‘aken as a whole and on an average, there was no change in the service for 
the 3-cent letters. It took the letters 36 hours before the experimental flying 
began and the same number of hours (36) after the airlift began operating. For 
the airmail, however, the eservice was impaired to the extent of 4 hours— 
average time was 31 hours before the airlift began and 35 hours after the air- 
lift began operating. 

For the purpose of this study, Seattle, Portland, San Francisco, Oakland, Los 
Angeles, and San Diego were considered large cities as they had frequent air 
flights scheduled to arrive and depart. Despite this, the 6-cent airmail service 
was impaired by the experimental flying of 3-cent mail or for other unknown 
reasons, as follows: Los Angeles, 1 hour; Oakland, 4 hours; Portland, 2 hours: 
San Diego, 6 hours ; San Francisco, 10 hours; Seattle, 5 hours. 

After the flying of the 3-cent letter mail began, improvement in the service 
for 3-cent mail was shown at 4 of the large cities and impairment at 1, as 
follows: Improvement—Los Angeles, 3 hours; Oakland, 2 hours; Portland, 8 
hours ; San Diego, 4 hours; and Seattle, 10 hours. Impairment—San Francisco, 
1 hour. 

The following is a comparison of service for 3-cent mail to the intermediate 
cities both before and after the airlift began, as follows: 

Twelve intermediate cities served by the Portland and San Francisco RPO 
were included in the test. Of these, 7 had poorer service—Albany, Klamath 
Falls, Oreg.; Dunsmuir, Redding, Chico, Sacramento, and Berkeley, Calif. Four 
had improved service—Salem, Eugene, Medford, and Ashland, Oreg. There was 
no change shown for Marysville, Calif. 

Four intermediate cities served by the San Francisco, San Jose and Los 
Angeles RPO (Coast Line) were included in the test. These were—Salinas, 
San Luis Obispo, Santa Cruz, and Glendale. All four cities showed poorer 
service after the airlift began. 

Twelve intermediate cities served directly by the San Francisco and Los 
Angeles RPO (Valley Line) were included in the test. Of these 12 cities, 10 
showed poorer service—Berkeley, Modesto, Fresno, Tulare, Delano, Bakersfield. 
Mojave, Lancaster, San Fernando, and Glendale. Improved service was shown 
for Pittsburg and no change was shown for Merced. 

Ten intermediate offices served by the San Francisco and Barstow RPO were 
included in the test. Five showed poorer service—Mojave, Bakersfield, Wasco, 
Fresno, and Berkeley. Improved service was shown for Empire and Pittsburg. 
No change in service was shown for Corcoran, Merced, and Stockton. 

The experimental flying of 3-cent letter mail has demonstrated that air trans- 
portation of such mail cannot be depended on for daily delivery. For example, 
from January 1, 1957 to and including May 31, 1957, Southern Pacific Co. carried 
airlift letter mail 39 different days between San Francisco, Calif., and Portland, 
Oreg., due to inclement weather or lack of space on the planes. For the period 
December 3, 1957 to and including December 20, 1957, that same railroad earried 
airlift mail between those points on 5 different days, due to inclement weather. 
In 32 of the days on which that railroad carried the airlift mail, delay was in- 
curred in the delivery of the mail because, when the mail was finally tendered 
to the railroad, it had to be dispatched on later trains than would have been the 
case if there had been no airlift. 

The experimental flying of 3-cent letter mail has also required the backhauling 
of mail to points not directly served by air. As an example, the 3-cent letter 
mail for the State of Illinois is flown to Chicago, Ill., from Washington, D. C., 
and New York, N. Y. The Post Office Department distributes such mail at 
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Chicago. This requires a backhaul on all such mail addressed to points in the 
southern part of that State. Prior to the experiment, when the mail was dis- 
patched by train, from Washington, D. C., it was distributed on the RPO operated 
by the Baltimore & Ohio Railroad east of Pittsburgh, Pa., so that advantage could 
be taken of the B. & O.’s route through Cincinnati on such mail to southern 
Illinois as might be advanced. Other connections, both north and south, are 
available with the Chicago & Eastern Tlinois Railroad at Vincennes, Ind., the 
Tilinois Central Railroad at Odin, Il1., and train connections at other points. At 
Pittsburgh, connections were made with Pennsylvania (P. R. R.) trains operating 
to St. Louis, Mo. In this instance backhaul would be saved on the mail ad- 
dressed to intermediate post offices located on that line. The P. R. R. also con- 
nects with the Illinois Central Railroad at Effingham, I1l., the C. & E. I. at Terre 
Haute, Ind., the Gulf, Mobile & Ohio Railroad and the Louisville & Nashville 
Railroad at St. Louis, Mo., and at various other points where mail to Illinois 
points south of Chicago can be interchanged. 

Prior to the flying of such mail, southern Illinois mail from New York City 
and intermediate points was handled over the P. R. R. on trains that operated 
between New York and St. Louis for direct delivery to local post offices or to 
other train connections. TIllinois mail handled over New York Central Rail- 
road from points located east of Cleveland, Ohio, was distributed in RPO cars 
prior to reaching Cleveland to take advantage of dispatches available on trains 
that operated between Cleveland and St. Louis, and to trains at Chicago accord- 
ing to best connection for speedy transportation of the mail. Approximately 
the same train connections as outlined for the P. R. R. apply to the New York 
Central trains. 

The 3-cent letter mail originating at Chicago and west thereof (which moves 
through Chicago) for the State of Maryland is being flown to Washington, D. C. 
All of the mail flown that is addressed to post offices located in the western 
part of the State requires an overhaul by air and a backhaul by rail or otherwise. 
During the time that the Maryland 3-cent letter mail was transported by rail 
from Chicago it was distributed en route and dispatched directly to the offices 
located on the railroad or to rail connections at Cumberland, Md.; Martinsburg 
and Shenandoah Junction, W. Va. 

The Virginia 3-cent letter mail from Florida is flown to Washington, D. C. for 
distribution. Therefore, the mail addressed to post offices such as Richmond, 
Norfolk, and Lynchburg, Va., and, in fact, mail for the entire part of the 
State located south of Washington, D. C., is overhauled by air and then back- 
hauled by rail or other surface carriers. When the mail was transported by rail 
and distributed en route the mail was dispatched to all post offices served directly 
by railroads operating through the State and to connections with other trains 
at Petersburg and Richmond, Va., and other junction points. Much of the mail 
that was routed over the Southern Railway could be dispatched directly to the 
post offices situated on that railroad. Connections were made with other South- 
ern Railway trains at Greensboro, N. C.: Lynchburg, Danville, and Charlottes- 
ville, Va. 

The overhaul by air and the backhaul by rail, which is inherent in an airlift, 
is avoided when such mails are carried by rail. Not only does the backhauling 
affect service but it raises further doubts as to the completeness of the Post 
Office Department’s airlift cost figures which included nothing for backhauling. 

Because of the abrupt inauguration of the airlift in the eastern part of the 
United States with almost no advance publicity, we were unable to set up ar- 
rangements for test mailings there. However, I wish to point out that there 
was, and still is in this territory, some of the finest passenger train service in 
the entire country. The airlift in the East, contrary to the West, was only be- 
tween certain large cities, i. e., New York, Chicago, Washington, Jacksonville. 
Miami, and Tampa, and none of the intermediate cities received any benefit, if 
any there was to be received. In fact, because of withdrawal of RPO service 
the service to the intermediate cities conld only be impaired—not improved. 


_—— 
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Rail service between the points involved in the airlift has been 
the withdrawal of the following  Faliwag post office: service : 


| 


Railroad | Train No. 
! 


ATSF 


rae SS ee 
| 23and 24. 
R.F.&P.- 1 and 8-74- 


ACL hh and 8-74.__ 


PRR- 25 
PRR 22 
PRR--- 
PRR... 


| 70 
PRR 


‘ 


‘ 


Ao rid 
3 


AZLZAZLZZZZZ: 
net 


27 
v 


_| 30-foot apt. 
| $0-foot RPO 


| 30-foot apt. RPO- 


| 60-foot RPO_ 


| 30-foot apt. RPO_. 
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Size of units 


30 foot apt. RPO___- 
60-foot RPO-_.- 


_.do- 
do- 


do. 
do. 
..do. 


do. 
do. 


do. 
60-foot RPO ; 
RPO.. 


do. 

do. 

do. ih 
30-foot apt. RPO__ 
60-foot RPO_- 

do. 
30-foot apt. RPO_. 

do. : 

do. 

do. 


15-foot apt. RPO... 


do. 


| 60-foot RPO 


| 


‘ ' 


| Syracuse and New 


do. 


Points 


Bakersfield and Barstow, Calif-_ 
Washington, D. C. 
8s. C. 
Florence, 8. C. 
New York and P raaaren, 
--20ni 
er ae 
ose « 
do. 
do. 
Pittsburgh, Pa. 
do. 
do. 
= 
New York and Syracuse - -- 
New York and Albany 
Albany and Cleveland. 
Cleveland and Chicago 
Chicago and Cleveland. 
Cleveland and Syracuse 
Albany and New York 
Syracuse and Albs any 
, York 
San Francisco and Portland 
a ‘ee 
eae 
nin ‘ 
Tracy and Sacramento 
do. 
San Francisco and Los Angeles 
do. ‘ 


and Chicago 


and Florence, | 
| 


and peeeenrar Fla. 


589 


affected by 


Trips 
| per 
annum 
| 
365 
365 


365 
261 








Increase in RPO service 


From 30-foot apt. to 60- foot | 
RPO. 
do. 


San Francisco and Dunsmuir 


This has resulted in following loss of revenue per annum: 
Between New York and Chicago- -- 
Between Washington and Chicago 


Between New York-Chicago-W eae and Florida points 
West coast experiment ‘ 


$856, 851 
75, 773 
288, 821 
667, 904 


¢ 889, 439 
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| | ; : 
Date of peti- | Date decided Effective date 
tion for in- by ICC | ofdecision | Remarks 
creased rates | 





SS ee - 


July 28, 1916..| Dec. 23, 1919 | (2) | The Mail Pay Act of July 28, 1916, included rates for she 
transportation of mail. T os act also directed the ICC 

investigate the reasonableness of those rates and to aie - 

scribe rates for the future. The rates prescribed as a 

| | result of investigation were ordered to be effective on or 

| | before Mar. 1, 1920. 

Mae : — {au 10, 1928 {Mas : ao tae increase of 15 percent was granted on the effective dates 

July 26, 1925- 'liuly 26,1925 |{ Shown. 

Feb. 19, 1947__| Nov. 13,1951 | Jan. 1,1951 | On Feb. 19, 1947, the railroads petitioned for an increase of 
| } 45 percent, with subsequent petition for an interim in- 
| | erease of 35 percent. The Commission granted a 25 per- 

cent interim increase Dec. 4, 1947, retroactive to Feb. 19, 
1947. Subsequent to original petition amendments were 
| | made by railroads increasing amount sought for on 
| | permanent basis. On Dec. 4, 1950, Commission ordered 
total increase including interim of approximately 48 
percent, effective from Feb. 19, 1947, to Dec. 31, 1950. 
By order Nov. 13, 1951, Commission granted further in- 
crease of approximately 32.5 percent retroactive to Jan. 1, 
| 1951. Therefore, beginnin® Jan. 1, 1951, the rates and 
| compensation were increased approximé ately 94 percent 
| above the rates and compensation effective at the begin- 
| | ning of this case (Feb. 19, 1947). 

June 24, 1953._| Mar. 15,1954 | Oct. 1,1953 | On June 24, 1953, petition was filed for 45 percent increase. 
| On Mar. 15, 1954 ICC approved an increase of 10 percent 

| | | retroactive to Oct. 1, 1953. 

| (4) ---.-----------, The eastern territory railroads filed petition for increase in 

compensation July 3, 1956. The case is still pending. 

Aug. 1, 1956...| Dec. 30,1957 | July 1, 1957 | The Commission granted the southern territory ee an 
| increase of 6 percent from July 1, 1957, to Aug. 31, 

and from Sept. 1, 1957, on an increase of 13.5 et Ww muh 
a simultaneous change in the space system which reduced 
| this increase to a figure of about 7 percent. 

Feb. 11, 1957_.| Dec. 30,1957 July 1,1957 | By order of the Commission on Dec. 30, 1957, the compensa- 

tion of the western territory lines was increased 74% per- 
cent retroactive to July 1, 1957. 


July 3, 1956__- 


1 Pending. 
2 On or before Mar. 1, 1920. 


Note.—In 1952 and 1953 several petitions were filed seeking minor changes in rules and methods of com 
pensation. One of the petitions was approved by the Commission after 44% months and the others within I 
month. Any changes in compensation as a result of these petitions and orders were of a very minor amount 





Massack, INc., 
New York, N. Y., August 20, 1957. 
Hon. OL1n D. JOHNSTON, 
Chairman, Post Office Committee, 
United States Senate, Washington, D.C. 


DEAR Sir: We wish to go on record in expressing our opposition to, and grave 
concern about, the contemplated increase in third-class mail rates. 

As wholesalers, we serve several thousand independent retail hardware, house- 
wures, toy and garden supply stores, who might be considered in the “small 
business” category. 

It must be recognized that direct mail is the primary, if not the only, medium 
for advertising and sales promotion available to the proprietors of these stores. 
Therefore, any increase in third-class mail rates would be injurious to this group. 
would seriously affect their welfare, and would put them at an even greater com- 
petitive disadvantage than that in which they normally find themselves. 

Thank you for calling these views to the attention of all members of your 
committee so that they may be weighed carefully in your deliberations before 
the committee’s recommendations are formalized. 

Cordially yours, 
R. H. Lancsam, Vice President 
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TRANSPORTATION ASSOCIATION OF AMERICA, 


Washington, D. C., August 20, 1957. 
Hon. OLin D. JOHNSTON, 


Chairman, Post Office and Civil Service Committee, 
United States Senate, Washington, D. C. 


DreAR CHAIRMAN JOHNSTON: The Transportation Association of America would 
like to be recorded as favoring passage of sections 109 and 110 of H. R. 5836, the 
postal rate bill just passed by the House of Representatives and now before your 
special subcommittee for consideration. 

For your information, TAA is a nonprofit research and educational institu- 
tion, devoting its efforts to the development and implementation of sound national 
policies aimed at the creation of the strongest possible transportation system 
under private ownership. It is an organization of transportation and general 
business interests of all kinds, including shippers, carriers, and investors, as well 
as individuals such as educators, lawyers, and other professional men. I should 
like to emphasize that aproximately 57 percent of our membership falls in the 
category of users of transportation services. 

The association's board of directors, after careful study and consideration 
by special permanent advisory panels of experts in the user, investor, air, freight 
forwarder, highway, pipeline, rail and water carrier fields, has adopted the fol- 
lowing position, which deals directly with section 109 of Hy R. 5836: 

“Parcel-post rates shall be adequate to cover all costs of the service, and the 
annual parcel-post ascertainment reports of the Post Office Department shall 
include all costs properly attributable to parcel-post service. At periodic inter- 
vals the Interstate Commerce Commission shall prescribe such parcel-post rates 


and practices as are necessary to put parcel-post service on a self-supporting 
basis.” 


Section 109 of H. R. 5836, would hereafter require that Post Office Depart- 
ment contributions to the civil service retirement and disability funds be con- 
sidered as costs of providing postal service for the purpose of establishing postal 

Since a sizable portion of such contributions are directly attributable 
to parcel post service, which this association believes should be self-supporting, 
we are strongly in favor of enactment of this section. 

Section 110 of H. R. 5836, also relates to our policy position, although more 


rates. 


indirectly. It would permit existing parcel post rates to remain in effect so 
long as costs do not exceed revenues, or vice versa, by more than 1 percent. 
Since parcel post costs invariably exceed revenues ,the eff i passage of this 
section would be to defer future increases in parcel post rates. Oowever, since 
some leeway for the Post Office Departinent is apparently deemed necessary, 
we believe the 1l-percent limit now in the bill is far preferable to the 3 percent 
that was in it when introduced 

We feel that parcel post service should be self-supporting because it is com- 
petitive with many privately owned and operated commercial transport carriers, 
including airlines, freight forwarders, truckers, railroads, and the Ruilway 
Express Agency. Not only must these carriers reflect their full costs in their 
rates, but they must also charge their customers an extra 3 percent in the form 
of the Federal excise tax on for-hire transportation service. Neither of these 
considerations is applicable to parcel post service. 

Passage of section 109 of H. R. 5886, we believe, would help to ease this com- 
petitive disadvantage by putting parcel post rates more in line with the actual 
costs of performing the service. This, in turn, would mean a saving to the 
general taxpayers who are now assuming part of the costs of parcel post 
service. 

In order to save the time of your special subcommittee considering this bill, 
we are submitting this letter instead of requesting the opportunity to appear 
personally. Therefore, we ask that this letter be included in the record as our 
ussociation’s testimony. If, of course, you think it more appropriate for us to 
appear in person, we shail be glad to do so. 

We thank vou and members of your subcommittee for consideration of our 
views. 

Sincerely, 


Harotp HAMMOND. 
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THE NEW YoRK ACADEMY OF MEDICINE, 
New York, N. Y., December 4, 1957. 
Hon. O11n D. JOHNSTON, 
Chairman, Senate Post Office and Civil Service Committee, 
United States Senate, Washington, D. C. 


Deak Sir: I would like to add my word to those of many other librarians in a 
plea that the library book rate not be raised. In this day when education is of 
desperate importance in this country, it seems extremely shortsighted to pass 
any legislation which would jeopardize any educational facilities. One of the 
important functions of the libraries today is to make resources available to 
scholars in different parts of the country by interlibrary loans. Any increase 
of charges would be disastrous. Although it is obvious that all users of United 
States mail will protest increases which directly affect them, surely the nonprofit 
institutions engaged in helping in the fields of education and research should 
be considered for special treatment rather than the commercial enterprises which 
can well afford to pay more. 

This is a most urgent plea to preserve a preferred rate for educational insti- 
tutions. 

Sincerely yours, 


GERTRUDE L. ANNAN, Librarian. 





DISABLED AMERICAN VETERANS, 
Washington, D. C., February 10, 1958. 
Hon. Outn D. JOHNSTON, 

Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 


DEAR SENATOR JOHNSTON: In view of the information received today via tele- 
phone from your committee staff that hearings of witnesses on H. R. 5836, the 
postal rate increase bill, will be terminated on February 13, 1958, and that a 
time for Disabled American Veterans representatives to appear and testify prob- 
ably cannot be arranged, we take this means of bringing to your attention and 
that of the committee certain of the objections the DAV has to be proposal of in- 
creasing the first-class and airmail postal rates per ounce as outlined in H. R. 
5836. 

The DAV is a veterans’ organization chartered by the Congress and as such 
is classed as a nonprofit association. It is vital to our continued successful 
existence that our nonprofit status be continued from the standpoint of prefer- 
ential treatment as to the second- and third-class rates. We have always deeply 
appreciated the classification accorded us as an organization and have no doubt 
that your committee will join in the House to preserve the favorable position 
now existing as to charitable and nonprofit agencies and organizations. The 
proposals in the bill under consideration as to the effect upon this organization 
of first-class mail increases, designed to reduce an admittedly large annual post 
office deficit, constitute a different story. 

The Disabled American Veterans has a peak annual membership of slightly 
less than 200,000. As it is necessary that an applicant be a wartime disabled 
veteran to qualify as a member it is obvious that our membership cannot ay- 
proach that of the two largest veterans’ organizations. Following is a table 
that will indicate the effect from a monetary standpoint on the DAV should 
first-class postage be increased from 3 cents an ounce to 5 cents: 


| 
; Ye | 
Spent in Cost at Increase 





1957 | 5-cent rate | 
bata Salento 2 age asotpteeeeaieaaeeigre ears paemcanelieannitsipsie —,—_-——— 
lates cerca bennett esata tnien $8, 168.90 | $13,614.80 | $5, 445. 90 
Washington office___- 7 cote tibiiitacaeietaindd dei h cemmeniet patient 996. 23 1, 660, 37 | 664. 14 
National Headquarters (Cincinnati, Ohio)..........-...-.-.--.----- 10, 675. 47 17, 792. 45 7, 116. 68 
I i a a es cts nines alee 19, 840. 60 33, 067. 62 13, 226. 72 


The report of the Citizens Advisory Council to your committee dated Feb- 
ruary 26, 1957, entitled “The Post Office as a Public Service,’ was referred 
to by you in the splendidly informative and constructive article appearing in the 
February issue of the Reader’s Digest. If all Americans could only read these 
outstanding contributions it is not believed that the question of whether the 
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Post Office Department is a public-service agency rather than a profit-and-loss 
business would be in any serious doubt. It is indeed true that many of the 
functions of the Department should be marked “public service,” and paid for 
from general Treasury funds. 

The Disabled American Veterans—patriotic organization that it is—does not 
want to be placed in the role of obstructionist, but we do not accept and do not 
believe your committee will subscribe to the theory advanced by highly placed 
proponents that the Post Office Department should be considered to be a busi- 
ness with income balancing outgo. Witnesses who have appeared in opposition 
to H. R. 5836 have effectively disposed of that untenable doctrine, we think, 
and have demonstrated the fallacy of the arguments favoring such an unrealistic 
approach. 

May we conclude by saying that the DAV has confidence that you and the 
members of your committee will do the correct thing—the right thing—to 
resolve the issue and at the same time protect the interests of those like our- 
selves who are so dependent upon the existence of reasonable rates in conduct- 
ing our organizational mailing operations, the very lifeblood of the DAV 
service to the wartime disabled, their widows, and orphans. 

Sincerely yours, 
OMER W. CLARK, 
National Director of Legislation. 


INDUSTRIAL ENGINEERING ASSOCIATES, 


Wooresville, Ind., February 10, 1958. 
Hon. OLIn D. JOHNSTON, 


United States Senate Office Building, 
Washington, D.C. 

DEAR SENATOR JOHNSTON: We are addressing you as chairman of the Senate 
Postal Rates Subcommittee in regard to the proposed increase in postal rates 
and the effect it will have on our business. 

We provided related instruction for apprentice training. We work in co- 
operation with the Bureau of Apprenticeship of the Department of Labor and 
the various State apprenticeship agencies. Because our training is provided 
by the correspondence method, postage is a major item of cost in our operation. 

The nature of our business is such that we must operate on a very small 
margin of profit. We have maintained a very low price for our courses despite 
rising costs on every item we purchase. Our contractual relationship with our 
students, extending throughout their entire course and an average time period 
of 3 years, does not provide for any increase in price. 

Should the proposed increases follow Mr. Summerfield’s recommendations we 
would immediately assume a considerable loss. We would also be forced 
to revise our entire plan of operation which now includes the very heavy use of 
first-class mail service. Additional cost would ultimately be passed on to the 
apprentice-trainee. As you may know, a great number of State universities and 
colleges are engaged in correspondence course operation, in addition to approxi- 
mately 450 private correspondence schools. By far the greatest number of cor- 
respondence courses sold are of a technical nature and reach students who 
would not otherwise pursue a higher education. Increased cost of providing this 
service certainly penalizes all of these students. 

We fail to understand the reasoning by which it has been assumed that the 
postal service must operate on a “pay its own way” basis. 

This is the one Government service which affects every man, woman, and 
child in the United States and the loss in its present operation is considerably 
less than the outright grants provided to many other groups of people. 

We believe that the United States Senate should hold the line against the 
administration pressure on this proposed increase. We believe that consider- 
ably more study should be made and the opportunity given for further hearing 
before the subcommittee. 

Your influence is greatly to be desired and we sincerely trust you will 
recognize the implications in this matter as they may affect approximately 
1,500,000 students enrolled in private correspondence schools. 

Sincerely yours, 
CHARLES F. HARAp, Vice President. 
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THE LAKESIDE PRESS, 
R. R. DONNELLEY & SONS Co., 
Chicago, IUl., February 11, 1958. 
Hon. Everett M. DIRKSEN, 
The United States Senate, 
Senate Office Building, Washington, D.C. 

My Dear Senator: On the basis of our brief acquaintanceship, I would like 
to urge you to consider the crippling effect the proposed postal increases would 
have on business. 

Since Chicago is the center of the printing industry, these increases will 
affect Illinois even more drastically than it will other sections of the country. 
However, business as a whole, anywhere and anyplace, will be seriously hurt. 
An increase in second-class rates will, of course, seriously handicap magazine 
publishers, who are having a battle with television and newspapers as it is. 
You have noticed, no doubt, the many casualties in the magazine field which 
have taken place within the last 18 months. I refer to the Crowell-Collier pub- 
lications, Country Gentleman and Town Journal, which are the better-known 
publications, as well as several others not so prominent. A raise in second- 
class postage will increase this list considerably. 

Third-class mail will be even more adversely affected. At the time of the 
last increase from 10 cents to 15 cents, which took place in 1947 or thereabouts, 
the volume of third-class mail was cut in half. I know that any increase in 
rates will have a proportionate decrease in third-class mailing. 

You can be sure that this decrease will more than offset any gain in postal 
revenues. 

You may recall the report of the Carlson subcommittee which proved that 
third-class mail, under a realistic accounting system, is the biggest money maker 
in the Post Office Department. Four-fifths of the operations and cost necessary 
in first-class mail are eliminated to carry third-class mail. Further, the latter 
is worked at the convenience of the various post offices when no first- or second- 
class matter is present. It is worked in what» would be idle time. 

[ am certain Postmaster General Summerfield realized this, since, on taking 
office, one of his first acts was to institute “simplified” third-class mail which 
did not require a mailing label. This was done only to increase the volume of 
third-class mail in recognition of the fact previously stated. Only extreme 
newspaper pressure forced him to abandon this policy. In view of this, I 
am at a loss to understand his insistence on these postal increases with the 
resulting drop in third-class mail. 

Far more than any other Government department, the Post Office Department 
comes the closest to paying its way. Such things as rural-free delivery, free 
distribution of newspapers within home counties, and many other things con- 
tribute heavily to the deficit. In my opinion, the Congress should recognize 
these factors and deal with them by direct appropriation. At present we are 
in a declining market which could easily become serious in terms of our national 
economy. The proposed postal increases would hasten this downward trend 
considerably. Since people in the direct-mail field have no medium to express 
their views on a mass, nationwide basis, the public has received a distorted 
view of the true situation. It is my earnest hope that you will consider the 
foregoing and oppose these increases firmly. 

Cordially yours, 
DALE C, ALLEN, Vanager, General Naler. 


SPECIALTY SALESMAN, 
Chicago, Ill., February 12, 1958. 
Mr. H. W. Braw.ey, 
Erecutive Director, Senate Post Office and Civil Service Committee, 
Washington, D.C. 

Dear Mr. BRAWLEY. It is not possible for us to present our views on the 
postal situation in person, but we would like to take this method of making our 
position known. 

We are publishers of the magazine, Specialty Salesman magazine, classified 
as a controlled circulation publication. This classification bears a considerably 
higher rate of postage than second class, but serves nonetheless a useful purpose 
in the scheme of things and we believe is as welcome to our readers as many 
publications enjoying second-class privileges. 
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A postal increase of the proportions we have seen proposed will create a 
very serious problem for us. Our profits now are entirely inadequate and the 
proposed increase will reduce them to about 1% percent before taxes. We 
believe anyone with the vaguest knowledge of economics will unhesitatingly 
agree that this is a dangerously low percentage of profit in any business, but 
in the publishing business it can be disastrous. 

We would be forced to try to protect ourselves by increasing our advertising 
rates. Since our advertisers are also very heavy users of third-class mail, our 
increasing the cost of their advertising would multiply their problems. They 
in turn would have to increase the price of their products, if, in fact, they 
decide it is worth while to continue in business at all. 

The picture is not attractive. If we should be successful in maintaining our 
present inadequate profit, the dollars the profit represents would be diluted by 
the further inroads of inflation. If we were not successful, then the Govern- 
ment suffers a loss in tax revenues, which we, we are happy to say, have been 
contributing our share of for over 40 years. 

Not only have we as a business contributed in the form of taxes, but we 
perform a very useful purpose in supplying a source of employment to people 
through the presentation of the products of our advertisers. Our advertisers 
are looking for people to sell; no previous experience is necessary ; no age limit 
is set; in most cases, no investment is necessary. 

We know of no other way a person can secure remunerative employment so 
quickly or so easily, and the rewards are dependent entirely upon the indi- 
vidual—there is no ceiling on earnings in direct selling. 

We needn’t remind you that in view of the employment situation today, this 
phase of our business should be of as much interest to you as the problems we 
are faced with if the proposed postal increases go into effect. 

This is not to say that we are taking an arbitrary point of view or that we 
are not to some extent sympathetic with the position the Postal Department 
finds itself in. But we do feel the Postal Department is being arbitrary in its 
demands and entirely too unmindful of the effect of its proposals upon the 
economic welfare of this country. 

We urge that a reasonable attitude be adopted and that a compromise be 
worked out as to rates imposed. We, as well as all other users of the Postal 
Department, we are sure, want to pay our fair share of the costs involved, but 
the rates proposed are too high, in our opinion, and the results obtained if 
they are put into effect will be undesirable. 

We ask your careful consideration of our position and our views. 

Respectfully yours, 
H. J. Buicu, 
President and Publisher, Specialty Salesman Magazine, Inc. 


GOVERNMENT EMPLOYEES’ COUNCIL OF THE AFL-CIO, 
Washington, D.C., February 13, 1958. 
Mr. H. W. BRAWLEY, 
Staff Director, Senate Post Office and Civil Service Committec, 
Senate O fice Building, Washington, D. C0. 


Dear Bruit: At a meeting of the legislative committee of the GEC, I was in- 
structed to strongly recommend to you that H. R. 5836 be amended to remove 
some of the obnoxious features of this proposed legislation. These proposed 
changes are excerpts of Paul Nagle’s testimony before your committee on H. R. 
5836 : 

“We feel that H. R. 5836 is deficient in the standards it would establish for 
determining the respective postage rates. In section 203 (b) (2) it is directed 
that there shall be periodic studies and surveys of expenses and revenues * * * on 
the basis of the cost-ascertainment system. 

“We believe the potential value of section 203 is diluted through reliance upon 
the cost-ascertainment system in which the National Postal Transport Association 
lacks confidence. We maintain, for example, that the cost-ascertainment system 
does not reflect the true allocation of costs in railway post-office car operation. 

“On line 19, on page 16, section 203 also specifies that the ‘acceptance, trans- 
portation, and delivery of first-class mail constitutes a preferred service of Postal 
Establishment.’ Certainly it must be evident to everyone that the preferred 
service is really airmail for which a premium rate of postage is eharged. We 
believe that first-class mail bearing 3-cent postage under the present rate struc- 
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ture is the standard service, rather than the preferred service of the United States 
postal system and is not to be construed as being in the same category as the 
premium types of mail matter such as airmail. 

“We would also like to draw your attention to a feature of H. R. 5836 which 
pertains to cost incurred by the Retirement Act changes of 1956. Section 109 
would repeal the last sentence of section 4 (a) of the Civil Service Retirement 
Act of 1956, which provides, ‘Amounts contributed under this subsection from 
appropriations of the Post Office Department shall not be considered as costs of 
providing postal service for the purpose of establishing postal rates.’ ” 

Most sincerely, 
THOMAS G. WALTERS, 
Operations Director. 


INDUSTRIAL MACHINERY NEWS, 
Detroit, Mich., February 13, 1958. 
Senator OLIN D. JoHNSTON, 
Chairman, Senate Committee on Post Office, 
Washington, D.C. 

DEAR SENATOR JOHNSTON: Thank you very much for your wire of February 11 
asking me to submit a statement concerning the postal-rate bill being considered 
by Congress. 

I know that you are receiving an overwhelming amount of mail concerning 
this bill, so I will restrict my remarks to show you what the 2%4-cent rate on 
third-class mail could do to our particular business. We are a very small 
organization employing approximately 8 full-time and 4 part-time people. Our 
business is twofold, part of it being the publication of a trade newspaper and 
the other portion conducting direct-mail advertising service for our customers. 

First, our publication is mailed under the catalog rate of 10 cents per pound, 
and we spend approximately $35,000 per year for postage. The proposed in- 
crease to 12 cents per pound would mean an additional $7,000 per year in post- 
age costs. What with all the other rising costs of doing business, this addi- 
tional burden could represent a considerable hardship. It is not possible to 
increase our advertising rates in order to take care of this additional expense, 
especially since the economic picture at the present time is not a good one. 

How we would compensate for this increase remains to be seen, but undoubt- 
edly it would mean curtailing certain services that we render to our advertisers. 
Such a curtailment would result in the loss of employment of 1 or 2 people and 
also the reduction of expenditure to our suppliers. 

Regarding the direct-mail phase of our business, in 1957 we had an income as 
follows: For printing services, $60,000; for mailing and addressing services, 
$75,000 ; for postage paid out by our customers, $75,000. 

It is obvious that except for the postage amount, the bulk of our income went 
to labor, our suppliers for their materials and services. There is no doubt in 
my mind that should the 2%4-cent rate go into effect, our volume in direct mail 
would drop at least 50 percent. This would set up the vicious cycle of reducing 
the amount of money we spend with our printer, our mailer, our own help, ete. 
All this would carry down to the many companies and individuals who have 
some small part in conducting our business. 

Of greatest importance to the Government, I believe, is that fact that their 
revenne on postage would be reduced considerably. Since I am certain that the 
Post Office Department has a minimum break-even point, which they claim they 
never reach, a further reduction in revenue would cause that break-even point 
to appear farther away. 

Briefly, that is the position we find ourselves in. I am sure that our prob- 
lems are multiplied many thousand times by all the other businesses concerned 
who must depend on the postal system to do the greatest share of their business. 

Thank you very much for the opportunity of expressing myself, and I hope 
that the information contained in this summary is of value to you. 

Very truly yours, 
SAMUEL Scuirr. 
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New York, N. Y., February 11, 1958. 
Senator Orn D. JOHNSTON, 
Chairman, Senate Committee on Post Office and Civil Service, 
Washington, D. C.: 

I am informed your committee will conclude postal rate hearings February 13. 
I had hoped to be able to appear personally to explain disastrous effect un- 
reasonable rate increases would have on our 10 magazines and our 1,700 
employees. Abrupt termination of hearings will prevent my testifying but I do 
want to urge these points: First, a postal rate increase bill should not be written 
on the Senate floor; second, a postal pay increase is undoubtedly necessary and 
desirable but there should be no connection between wages of workers and rates 
charged mailers; third, rate bill passed by the House is impossibly bad and 
needs to be rewritten completely since it includes not only an excessive and 
punitive 60 percent increase in second-class mail raotes but also the impossible 
Rhodes amendment which even the grasping Postmaster General terms unwork- 
able. Rhodes amendment is also probably unconstitutional since it singles out a 
few publications which would have to pay higher rates than their competitors. 
Fourth, applaud your announced intention of including in rate bill a modern and 
realistic postal policy section identifying public welfare costs of post office which 
should not be charged to mail users. Appreciate your including this in hearing 
record. 

RICHARD E. DEEMS, 
Executive Vice President, Hearst Magazines. 


THE HOLES-WEBWAY Co., 
St. Cloud, Minn., February 18, 1958. 


SENATE Post Orrice COMMITTEE, 
Care of Senator Edward J. Thye, 
Washington, D. C. 

GENTLEMEN : In your consideration of possible postage rate increases, it may 
be that the effect of increases on one small business may help give you an insight 
of the impact of such increases on many similar businesses. 

During the year 1957 our business did a net volume of $373,200.57, on which 


we made a profit before taxes of $29,400.09. Our Federal and State income taxes 
will amount to approximately $10,753, which will leave us a net profit of $18,647. 

We have several different products which are marketed in several different 
ways, but in particular we have a system of making signs which we sell to 
merchants and others which accounted for $195,000 in volume during 1957. Our 
means of marketing this sign system is by mail. To get the volume of business 
mentioned above, we sent out during 1957 one-million-four-hundred-thousand- 
and-some-odd pieces of third-class mail. 

This product which we sell by mail is not quite as profitable for us as some of 
our other lines and our cost figures show that our profit on this end of our busi- 
ness was approximately $12,000 for 1957. During 1957 had we paid as much as 
1 cent additional on the 1,400,000 pieces of mail we sent out, our additional cost 
of postage would have been $14,000 which would have wiped out completely any 
possibility of making a profit on that end of our business. 

If a postal increase of as much as 1 cent per piece of third-class mail were to be 
put into effect in the future it would mean that we would either have to dis- 
continue this part of our business which accounts for over half our volme or we 
vold have to increase our prices. Whether our product would sell at increased 
prices is problematical. 

I do not feel that our business or any other business should be subsidized and 
if it costs 214 cents a piece to carry a piece of third-class mail, that is the amount 
that should be charged and if our product cannot support that cost it should 
fall by the wayside. However, there is a very serious question whether it costs 
the post office any more than the present 1% cent rate to carry a piece of third- 
class mail. 
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We purchase our postage in quantities of $500 and $1,000 at a time. Consider 
the cost to a post office to sell this same amount of postage in small quantities 
for first-class postage users. Our mail goes out of our plant already contained 
in post office bags for the various States into which we mail. The local post 
office does nothing more than haul it from the post office to the train and handles 
it all the way through in slack periods. Distribution for the larger cities is 
likewise taken care of in our own plant with 12 pieces or more going to one 
city properly wrapped and labeled so that handling at the terminals is cut toa 
minimum. 

The unfortunate term “junk mail” bas been attached to third-class mail prob- 
ably by competing mediums of advertising and continued repetition of this term 
may have convinced some of our lawmakers that such mail is junk mail. How- 
ever, Mail is used to disseminate information throughout our business structure 
and such information is just as necessary to the lifeblood of our economy as 
information disseminated to the general public through the medium of our sub- 
sidized newspapers. There are many thousands of firms and possibly hundreds 
of thousands of firms whose only means of acquainting their logical prospects 
with the products they offer is through the medium of the mails. Such informa- 
tion is desired by the recipients of the mail and their businesses would suffer 
from lack of knowledge of new products and new services if such mail were not 
received. 

With Senator Johnston, I believe that the many public services performed by 
the Post Office Department should be paid for with general revenues and should 
not be expected to be subsidized by the users of the mails. 

Sincerely yours, 
THE HOLES-WEBWAY Co., 
By W. W. Hotes, President. 


Tue IMpact oF PostaL RATE INCREASES ON MAIL VOLUME, EMPLOYMENT, AND 


Tax REVENURS—A CASE Srupy 
R. Clay Sprowls, Ph. D. 
POLICY CHANGES AS A RESULT OF POSTAL INCREASES 


An increase in the third-class mail rate will lead directly to a curtailment of 
Sunset House sales, presently projected at over $3 million in 1958. This firm 
is in a highly competitive industry, with competition coming not only from other 
direct mailers but «!so from all sorts of local stores in the communities to which 
catalogs are mailed. The result of this competition is that the firm will not pass 
on to its consumers, in the form of higher prices, any increase in cost which 
results from an increase in postal rates. The policy decision of the management 
of Sunset House, acting upon an increase in the third-class postal rate, will be 
to eliminate the mailing of catalogs to names on marginal! lists. 

These marginal mailings (in the form of catalogs mailed to proven and tested 
mail-order buyers) bring an increased volume of business at little or no profit 
to Sunset House. They serve to supply new customers who are necessary for 
the replacement of inactive customers and for future growth. This policy 
decision of eliminating marginal mailings will be made in the face of an in- 
crease of one-half in the third-class rate, from 1% to 2 cents. The effect of a 1- 
cent increase would be so catastrophic that the management of Sunset House does 
not know how it would readjust its operations. 

Without an increase in the third-class rate, Sunset House plans to mail 9,225,000 
catalogs in 1958. With a %-cent increase, it would mail only 5,775,000 cata- 
logs, eliminating 3,450,000 marginal mailings. These marginal mailings are 
37 percent of the total number of catalogs for which mailings are anticipated. 
Their elimination means a 37 percent decrease in the number of catalog mail- 
ings during 1958. The effect is a decline in the number of orders received by 
Sunset House, a decline in gross volume of business, a decline in volume of mail 
handled by the post office in each of first, third, and fourth classes, a decline in 
payments to suppliers, and a decline in the employment and income payments 
generated by this firm. Specific figures on these changes are given in the 
remainder of this report. Where possible, both dollar amounts and percentage 
changes are given. 
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GOVERNMENT REVENUES 


The elimination of 3,450,000 catalog mailings reduces the volume of third- 
class mail handled by the post office by this same amount. It also reduces the 
volume of first-class mail and money orders from incoming orders and the 
volume of fourth-class mail from the shipment of orders filled. Past experi- 
ence indicates that the marginal mailings will generate approximately 153,000 
orders, that 22 percent of these will be sent in by airmail and 78 percent by 
regular first-class mail, and that 10 percent of the customers will use money 
orders as the means of payment. Table 1 is a summary of the reduction in 
the volume of mail handled in these catagories both in number of pieces and 
percentage decline. It also shows the change in postal revenues which result 
from the decline in volume. 


TABLE 1.—Summary of changes in postal volume and revenue as a result of the 
elimination of marginal mailings 


Volume loss Revenue loss 


Mail category 








Number of} Percent | Dollars | Percent 
pleces 

ae) d0 es ob aveairts ih PURE 2 897) UE pik BE 

| 

Collateral mail | | | 
Air mail = 34, 000 | 29 | 1, 200 16.5 
Regular 1st class ie ; 119, 000 | 29 | 500 4.0 
4th class 153, 000 | 29 | 67, 500 | 21.0 
Money order ; aniabehen’ 15, 000 29 | 1, 500 29. 0 
= - eee paso mene —— ee 
Total collateral 321, 000 29 | 70, 700 | 21.0 
3d class__- -------..| 8,450, 000 37 | 22,900 | 17.0 
[m0 


Total, all classes __. : ee | 3771, | 36 | 93, 600 


These revenue changes are calculated as follows: 

The projected mailing of 9,225,000 catalogs at the 1'%-cent rate generates 
third-class mail revenue of $138,375. With the elimination of 3,450,000 marginal 
mailings, 5,775,000 catalogs will be mailed at the increased rate of 2 cents. The 
resulting third-class mail revenue is $115,500. The direct loss to the Post Office 
is $22,875; the percentage loss is 22,875/138,375, or 16.53 percent. (These data 
are rounded in table 1.) This illustration is given to show that the change in 
revenue takes into account the higher rate proposed on the lower volume of 
mail handled. 

It shows that a decline of 37 percent in the volume of third-class mail results 
in a decline of 16.5 percent in postal revenues, even with an increase in third- 
class rate. Since third-class mail generates collateral mail, the total impact of 
a reduction in marginal mailings must include the reduction in volume and 
revenues in these other classes. Altogether, the change in postal revenues is a 
deeline of approximately $94,000. This represents a 20-percent loss in revenue 
to the Post Office. 

Postal revenues are not the only Government revenues affected by the elimi- 
nation of marginal mailings. Fewer orders mean a lower volume of business 
and lower tax revenues. The State of California collects a sales tax on gross 
sales. The city of Los Angeles collects both a sales tax and a city business 
tax on gross sales. Lower gross sales reduce the tax revenues of both of these 
government bodies. 

Moreover, the Federal Government will have a lower revenue from corpora- 
tion taxpayments. The increased cost of the catalog mailings which are made 
at the 2-cent rate will be borne by Sunset House. This increased cost will come 
directly out of profits which are taxed at the 52-percent corporation tax rate. 
There will be no recovery of this amount by the firm. The changes in these 
tax revenues are set forth in table 2. 
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TABLE 2.—Government tax revenue reductions as a result of the elimination of 
marginal mailings 


| | 
; | Dollar | Percent 
Taxing body | revenue loss 
lnee 


i 


State of California. _- 


ate of California. _________- Se depp eeeee Ne aa 5, 600 21.4 
City of Los Angeles_-_____- Ts Seen ig Paakons ne 1, 900 | 21.4 
II 3600S Uetrscc re ee 15, 000 (4) 


1 Not reported. 





IMPACT ON EMPLOYMENT AND INCOME PAYMENTS GENERATED BY SUNSET HOUSE 


The elimination of marginal mailings of catalogs will reduce the number of 
orders by 28 percent and the gross sales by 21.4 percent. These figures are based 
upon past effective rates of pull of these marginal mailing lists. These effective 
rates could be adversely affected by proposed increases in first-class mail rates, 
since the customer will be asked to pay 7 cents rather than 6 cents for an airmail 
order and 4 cents rather than 3 cents for a regular first-class order. 

An additional source of revenue to Sunset House comes from the rental of its 
list of customers to others. The increased third-class rate may well make this 
list marginal for other business firms who now use it. If their policy is to 
eliminate marginal mailings, similar to Sunset House, this source of revenue may 
effectively dry up. 

The measurement of changes in employment and income payment is not based 
upon any additional reduced volume of business or revenues from these other 
sources, that is, first-class postal rate increases or reduction in list rentals. 
Only the direct consequences of the increase in third-class rates—the elimination 
of marginal mailings—is used. 

The immediate impact is upon the employees at Sunset House who are engaged 
directly in processing and filling orders; 21 percent of this direct labor force, or 
31 employees, will be eliminated at varying times during the year. Assuming 
the minimum monthly rate of $230, which is the starting rate for these employees, 


the annual reduction in payroll payments is approximately $71,000. These data 
are summarized in table 3. 


TasBLeE 3.—Reduction in employment and payroll payments at Sunset House as a 
result of the elimination of marginal mailings 


Dea er le STOO a a nn a i oe 31] 
a a ae Netto posers orale ome aie as bogota mater asp aoe te 21 
Reduction in annual payroll payments__._.___..._-____--------_--___- $71, 000 


The impact upon employment and payroll payments is not confined to Sunset 
House. The quantities of many goods and services bought from suppliers vary 
directly with the volume of business, and they will be reduced as gross sales 
decline. Chief among these are direct mail costs (excluding postage), materials 
for resale, and other supplies (for example, shipping cartons and labels). The 
reductions in these payments are presented in table 4. 


Taste 4.—Reductions in payments to suppliers as a result of the elimination of 
marginal mailings 











Supplier category Dollar Percent 

decline decline 
Direct mail cost !__ es ig iio ceeki bsp hkb See tei se ebibe $163, 000 | 47 
I Billi)... eettn ceekl oheeh—chevenmeenienebsinh whe Saael 352, 000 | 22 
Other supplies ---_-- gee ececncswennsennnamcansapeete shure -evan=>] 22, 500 | 21 


1 Catalogs, paper, ink, printing, envelopes, labels, mailing houses, list rentals, etc. 


The reductions in payments to suppliers may be analyzed in the same manner 
as this study of Sunset House. A printer, for example, faced with a decline in 
his gross of, say, $100,000 by this cutback in mailings at Sunset House, may well 
consider operating changes which will affect his employment, purchases of ma- 
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terials, tax payments, et cetera. The changes initiated by Sunset House per- 
meate the larger segment of the economy with which it comes in touch. Affected, 
but not mentioned, are such areas as banking services, capital equipment pur- 
chases and maintenance, transportation, and freight of incoming goods, the serv- 
ices of legal, accounting, telephone and telegraph companies. An analysis of 
these secondary effects is not considered a proper part of this study and a meas- 
urement of the direct consequences on Government revenues, employment, or 
income payments is not undertaken. 


SUMMARY AND CONCLUSIONS 


The evidence presented in this report makes it very clear that an increase in 
third-class postal rates will reduce the volume of mail handled by the Post Office, 
and the total postal revenues, even at increased rates. Furthermore, tax pay- 
ments to the State of California, the city of Los Angeles, and the Federal Gov- 
ernment will also be reduced. Employment and income payments by Sunset 
House will decline. Payments made to its suppliers will also decline, and these 
may lead to further reductions in employment and income payments. 

Sunset House may not be a typical firm in either its industry or the business 
community. There are undoubtedly firms which will react differently to pro- 
posed increases in postal rates. Some firms will be affected less and some more. 
Sunset House is by no means a marginal firm. Marginal firms which are just 
barely profitable now and which depend largely upon third-class mail to generate 
sales may well go out of business entirely. Only other similar studies can 
answer the question as to how many of these there are and what their total 
impact will be on the economy of the United States. 

Some implications for the Post Office and the Government are clear from this 
study. The increase in third-class rates will certainly reduce post office volume. 
This study shows that the demand for third-class service is such that an increase 
in rate will result in a decline in volume greater than can be offset by the rise 
in rate, with the ultimate consequence, a loss of post office revenues. Since 
third-class mail generates other classes of mail, it is almost a certainty that total 
post office receipts will fall. 

If the estimates made from Sunset House data are at least of the right order 
of magnitude, for example, a 33 percent decline in volume and a 20 percent 
decline in post office revenues in total, some rough estimates of the impact on 
the whole economy can be made. Using conservative figures: 15 billion pieces of 
third-class mail and $265 million in revenues yearly as a base, the projected 
decline could be a decline in volume of 5 billion pieces of mail handled and a 
drop in postal revenues of $53 million. The question to be answered is clear: 
Will a reduction of 5 billion pieces of third-class mail lead to a cost reduction in 
the operation of the Post Office of $53 million? At least one Postmaster General 
has used the concept of variable cost as a proper approach to the pricing of 
postal services. In 1930, Postmaster General Brown said: 

“By the rule applicable to utilities generally, each class of service should be 
charged with the entire cost directly attributable to that service; that is, the 
amount which would not be expended if that service were not rendered, and, in 
addition, with so much of the residual or indirect costs as competition will permit. 
If this formula is accepted, there is ample justification for low rates on mail of 
the second and third classes and parcel post as well as for moderate fees for 
special services.” * 

That there will be a decline in postal volume and revenues is supported by this 
case study. That there will be a similar decline in post office costs as a result 
of decreased volume is a moot question. 

As this study shows, the impact is not alone upon postal revenues. Other 
Government revenues will decline. Federal, State, and local tax receipts will be 
cut at a time of unprecedented, high government budgets. Again, the question 
is clear: Can these governments afford a policy which reduces present sources 
of revenues in the face of greater needs for revenue? Finally, the impact is not 
alone upon the government but upon private employment and income payments as 
well. It is estimated that between 4 and 5 million workers in the United States 
depend upon mail sales for their employment, and that the total sales of goods 
sold by mail advertising is $15 billion annually.” If again the estimates from 


21 Annual Report of the Postmaster General, fiscal year ended June 30, 1980 (Washing- 
ton: U. S. Government Printing Office, 1930), p. 5. 
2 Roll Call, vol. 2, No. 31, January 22, 1958, p. 8. 
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this case study are of the right order of magnitude, the increase in third-class 
postal rate could result in a 20 percent decline in employment and sales, or a drop 
of 1 million in the number of workers employed directly in this industry, and of 
$3 billion in annual sales. This is only the impact on the economy from those 
firms upon which the burden of an increase in the third-class rate directly falls. 
As this reduction in volume affects other firms which supply those directly affected 
with goods and services, the decrease in employment and income payments may 
spread throughout a rather wide segment of the economy. The total effect is 
much more than is revealed in a study of just one firm or one industry, for adjust- 
ments will be felt by firms far removed from the initial point of contact. 


UNITED STATES SENATE, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
February 19, 1958. 
Hon. OLIN D. JOHNSTON, 
United States Senate, Washington, D. C. 


Dear Senaror Jounston: I enclose a copy of my letter of February 4 to 
Postmaster General Summerfield, and a copy of his reply dated February 18, 
which correspondence I hope will be included in the record of the hearings of 
this special postal rates subcommittee. 

Although Postmaster General Summerfield’s letter bears the date February 
18, which is the date he gave testimony on this general subject before your 
subcommittee, I conclude that the substance of the letter does not constitute the 
recommendation which the Postmaster General said he anticipated making after 
he had concluded the studies which he said were under way. 

I hope to clarify this matter with the Postmaster General and, in the mean- 
time, I will state to you that I do not intend to offer this amendment to H. R. 5836 
either in committee or on the floor. Rather, I think the Postmaster General's 
suggestion that legislation on this subject matter should be separate and apart 
from the pending rate measure is a good one, and after further study, I would 
like to introduce a separate bill. This procedure will enable the committee to 
secure a report from the Postmaster General and, perhaps, holding of hearings. 

The 10 percent surcharge figure suggested by the Postmaster General has not 
so far been related to any cost figures and, also, I am somewhat concerned about 
the fact that the legislation, as proposed in the Postmaster General's letter of 
February 18, would extend the surcharge procedure to newspapers in the com- 
monly accepted sense of the term. 

I hope that I have made my views clear to you and I look forward to the 
opportunity of working on this matter further if it should be assigned to my 
subcommittee. 

Sincerely, 
FRANK CHURCH. 


FEBRUARY 4, 1958. 
Hon. ARTHUR SUMMERFIELD, 
Postmaster General of the United States, 
Post Office Department, Washington, D. C. 

My Dear Mr. PosTMASTER GENERAL: When you appeared before the Senate 
Committee on Post Office and Civil Service, on January 28, to testify on behalf 
of your proposed amendments to H. R. 5836, Mr. William Brawley of the com- 
mittee staff posed a question to you. The transcript of the hearings reads as 
follows: 

“Mr. Braw.tey. Mr. Summerfield, certain magazines have red-tag treatment. 
In other words, they get the same preferential treatment as first-class mail does? 
does? : 

“Mr. SUMMERFIELD. Right. 

“Mr. Braw rey. Has the Department thought about a surcharge or penalty 
on that kind of treatment in second and third class? 

“Mr. SUMMERFIELD. That was in the same category I spoke of a moment ago 
in response to the chairman’s question.. We have given that some thought and I 
um sure some members of this committee have.” 

I have given considerable thought to this colloquy, for 'I had listened to what 
you had said about how much of its share of allocated cost second-class mail 
has been bearing, and how much: it would bear under your proposals for in- 
creased rates for this class of service. Particularly I have tried to relate the 
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implication of this colloquy covering red-tag treatment to your general state- 
ment about the deferred nature of the second-class mail service. 

I have examined the Postal Manual (after one of my staff members called 
an official in your Department for the appropriate citation) and find that chapter 
126, sections 126.141 and 126.143 taken together, seems to provide that news- 
papers which are devoted primarily to news of general public interest, and 
Which appear weekly or more often, are to be dispatched with first-class mail 
at the post office of entry. 

Informal inquiries have led me to the conclusion that the same treatment 
is accorded this material at the post office of receipt, if not by regulation, at 
least by custom. 

Apparently the biggest beneficiaries of this regulation are not. newspapers, 
at all, but news magazines, principally Time, Life, U. S. News & World 
Report, and Newsweek. If this is true, and certainly every evidence of per- 
sonal observation points to this fact, for these magazines always come to my 
home and appear to come to the homes of my neighbors on the same day, then 
the physical weight of these magazines must constitute an enormous additional 
load to the first-class mail handling machinery. Furthermore this additional 
burden must be concentrated on 1 or at most 2 days of each week. 

Two corollaries seem to exist: Your statements before the committee that 
first-class mail, recognized and paid for as such, has the benefit of preferential 
treatment seems to be subject to question. Put the other way, what must be 
a substantial fraction of the total volume of second-class mail does not suffer 
the detriment of the deferred handling which you stated justified your not 
requiring second-class mail to handle any larger share of its allocated costs than 
you have proposed. 

An examination of the circulation figures on the covers of these magazines and 
the simple arithmetic of multiplying these figures by a conservative estimate 
of their weight, indicates to me that something like three or four thousand 
tons of magazine material is carried once each week by city and rural carriers 
as first-class mail, for which the Department is paid second-class rates. 

I wish to inquire whether there is any provision in the statutes preventing 
you from changing your regulations, either to limit this preferential treatment 
to “newspapers” in the commonly accepted sense of the term or to eliminate 
the preferential treatment entirely. In other words, could you not place on 
these users of our postal system the burden of paying first-class rates if first- 
class handling is desired. In asking this question, I have in mind the recent 
rash of price increases which the publishers of news magazines have imposed 
upon the public. 

I would appreciate it, if you find that you are not precluded from such action 
by statutory requirements, if you would be prepared to answer the questions I 
have here asked at the next hearings on postal rates of the Senate Post Office 
Committee. If you are precluded from these actions by statutory provisions, 
I would appreciate it if you would address yourself to the desirability of legis- 
lation by way of amendment to H. R. 5836, which would give you the necessary 
authority to rescind this regulation. 

I admire your determination, Mr. Postmaster General, to make the post office 
an efficient agency and to eliminate the postal deficit. I hope I am joining you 
in a move to require major mail users to pay for the service they are receiving, 
and to receive only the service for which they are paying. 

Sincerely, 
FRANK CHURCH, 
United States Senator. 





OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., February 18, 1958. 
Hon. FRANK CHURCH, 
United States Senate. 

Dear SENATOR CuHurRcH: Reference is made to your letter of February 4, 1958, 
concerning the hearings on the postal rate bill, H. R..5836, which is before the 
Senate Committee on Post Office and Civil Service. 

In reply to your question concerning the treatment of newspapers under the 
regulations contained in sections 126.141 and 126.148 of the Postal Manual, 
there are no statutory provisions concerning the dispatch of newspapers other 
than section 576 of title 39, United States Code, which provides, in. part, that 
“No publication shall be sent by freight if such method of transportation results 
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in unfair discrimination.” This law would not prevent the Postmaster General 
from revising the present departmental regulations to (1) eliminate the pref- 
erential treatment entirely, or (2) limit the preferential treatment to “news- 
papers in the commonly accepted sense of the term.” If the Department should 
discontinue the preferential treatment for newspapers, it would follow that 
it would be necessary for the mailer to pay the first-class rate of postage thereon 
in order to obtain such preferential treatment. 

It should be kept in mind, however, that the preferential treatment has been 
in force and effect for many years, and might be construed by the courts as 
having the force and effect of law so as to require congressional action to amend 
the regulations as contemplated. 

It would be possible, of course, to redefine the term “newspapers.” However, 
during the past 35 years the Department has adopted several different defini- 
tions of “newspapers” which were intended to, and did, restrict the preferential 
treatment to local newspapers. For example, the definition adopted January 30, 
1924, read as follows: 

“Newspapers as interpreted by this order [of the Postmaster General] 
are publications which are commonly and popularly understood to be news- 
papers, of which the leading and major feature is the dissemination of timely 
news of interest to the general public, whether published daily or weekly.” 

On April 18, 1950, instructions published by the Department referred to 
publications entitled to receive newspaper treatment as: 

“* * * daily newspapers, and weekly newspapers of local origin having 
the characteristics ordinarily recognized as those of a publication devoted 
to the dissemination of current news of general interest.” 

This definition was followed by this instruction: “Discontinue newspaper treat- 
ment for publications of the second class other than the regular daily and 
weekly newspapers as previously mentioned.” Despite these very definite reg- 
ulations it was found impracticable to discontinue according newspaper treat- 
ment to the borderline publications which had been theretofore classed as news- 
papers under rulings in the individual cases. 

Newspapers also are defined in section 126.141 of the Postal Manual, cited 
in your letter. 

Under the current postal regulations first-class mail “must receive priority 
of service at all times.”” Newspapers are handled on the same schedules with 
first-class mail only when such handling does not delay or interfere in any way 
with the preferential treatment accorded first-class mail. The marked portions 
of the attached copy of the regulations contained in section 333.2 of the Postal 
Manual are illustrative of these regulations. 

In view of the history, the better approach might be to provide for the pay- 
ment of a fee or surcharge by the mailers who desire preferential treatment for 
their publications. 

Accordingly, there is attached, for your consideration, an amendment to 
H. R. 5836, as passed by the House of Representatives, which might be proposed 
by you. 

The amendment would authorize the Postmaster General to prescribe regula- 
tions under which publications of the second class may be granted preferential 
treatment. When such preferential treatment is granted, a surcharge of 10 per- 
cent of the total postage payable on each mailing shall be collected, and the 
sender would be required to separate all copies into properly labeled direct 
sacks or bundles for each delivery zone or delivery station or area in cities 
having more than one delivery unit. 

Sincerely yours, 


ARTHUR E. SUMMERFIELD, Postmaster General. 


AMENDMENT To H. R. 5836 As PASSED BY THE HOUSE OF REPRESENTATIVES ON 
Aveust 13, 1957 


On page 6 insert a new subsection (e) between lines 3 and 4, to read as 
follows: 

“(e) Section 2 of such Act of October 30, 1951, is amended by adding at the 
end of such section the following new subsection : 

““(f) The Postmaster General may prescribe regulations under which 
publications of the second class may be granted preferential treatinent. 
When such preferential treatment is granted, the sender shall be charged, 
in addition to the regular postage, a surcharge of 10 per centum of the 
total postage payable on each such mailing, and when there are 5 or more 
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individually addressed copies of a publication for subscribers at post offices 
having more than one delivery unit they shall be separated into properly 
labeled direct sacks or bundles for each delivery zone or delivery station or 
area.’ ” 


ACCEPTANCE, DISTRIBUTION, AND DISPATCH : DISTRIBUTION 


144 Responsibility for Giving Examinations 

a. First-Class Offices Having Superintendent of Mails. At first-class offices 
having a superintendent of mails, examinations shall be conducted by or under 
the supervision of the superintendent of mails. Where an outgoing scheme 
is regularly used, the examination should be based on it, if possible, the scheme 
to be prepared by or under the supervision of the superintendent of mails and 
approved by the regional transportation manager. 

b. At First-Class Offices Not Having Superintendent of Mails and at Second- 
Class Offices. At first-class offices not having a superintendent of mails and at 
second-class offices, examinations on dispatching schemes shall be conducted 
by the district transportation manager, and on city schemes by the postmaster or 
assistant postmaster. 


145 Giving and Scoring Examinations 

a. Scheme examinations shall be given on official time. 

b. Employees shall be required to make case separations of all railway and 
highway post office lines and routes with divisions to conform with the separa- 
tions necessary and proper in the actual distribution of the mail. Care should be 
taken to see that clerks at small first-class and second-class offices are not re- 
quired to pass general State schemes which serve no useful purpose in actual 
distribution. The use of his personal case and headers in casing an examination 
is optional with the employee. 

ec. Employees will be required to attain a passing grade on 100 representative 
cards of the city, State, or section thereof, on which examined. For example, if 
an assigned examination consists of 991 cards, as many as 9 different groups of 
100 cards each might be assembled for examination purposes. These 9 different 
sets of cards should be used intermittently, and, as often as 4 times a year, de- 
pending on the frequency of their use or other local conditions, the entire number 
of cards comprising the examination should be mixed to form 9 different group- 
ings of cards. Where a State or city is divided into two or more sections, one 
section will constitute a complete scheme for examination purposes. Complete 
city schemes of more than 1,200 cards shall be divided into sections, each sec- 
tion to contain not less than 600 cards. 

d. One percent credit will be allowed for each correct card. The passing 
grade on first case examination after substitute appointment will be 90 percent. 
All subsequent examinations require a passing grade of 95 percent. Failure to 
attain a passing grade requires rescheduling of the examination. 

e. If the total number of cards in an entire examination is less than 100, 
employees will be examined on all cards, pro rata credit will be allowed for each 
eard. A maximum time limit of 8 minutes will be allowed for each examination. 

f. The examiner will review the cards in the presence of the employer to de- 
termine the percentage of accuracy. All cards contained in the examination must 
be accounted for before the employee is released. 


146 Failure to Pass or Appear for Hxamination 

a. Employees who make little or no effort. to learn schemes shall not be retained 
in the service. 

b. When an employee fails to appear for, or to pass an examination, he shall 
be interviewed to ascertain whether he has an acceptable explanation for failure 
to meet the scheme requirements. 

ce. Employees who fail to furnish an acceptable explanation for failure to ap- 
pear for examination, or for failure to pass an examination on the second or 
subsequent attempts, may be considered for removal or other disciplinary action. 

d. Employees who furnish acceptable explanation may be afforded additional 
time when the circumstances warrant. When extenuating circumstances exist 
which justify giving an employee further opportunity to qualify in an examina- 
tion, an additional 30 days will be allowed to prepare for reexamination. 


.147 Records of Employee Performance 


The percentage attained in case examinations shall be recorded on Form 3989, 
in duplicate. The carbon copy shall be furnished the employee and the original 
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filed in the employee’s individual record jacket. Employees’ records of case 
examinations should be maintained on Form 3989-B. 


15 PERFORMING PRIMARY AND SECONDARY DISTRIBUTION 


151 Prior Approval Required 


Do not inaugurate a system of primary and secondary distribution of either 
outgoing or incoming mail without prior approval of the regional operations 
manager. 

152 Where Not Authorized 


Use standard sorting cases provided by the Department in sizes warranted by 
the mail volume. Use “wing” cases when necessary. So far as practicable, 
make complete separation of mail in one distribution case. Directs: must be 
made in every instance where warranted. 

158 Placing of Mail on Ledges of Distribution Cases 


Stand it on edge, stamps downward, with address side facing to right. Work 
the mail in the sequence stacked to insure first handling of oldest mail. This 
applies to incoming and outgoing mail. 


333.2 SCHEDULE FOR DISTRIBUTING 
.21 OUTGOING MAIL 


.211 Airmail 
Segregate airmail at the facing table and give prompt handling to assure 
connection with every dispatch of value. 
212 First Class 


This mail must receive priority of service at all times. Primary distribution 
must be completed within 15 minutes after the time shown in the postmark. 
Secondary distribution must be completed within 1 hour after the time shown 
in the postmark, except that mail for which there is no immediate dispatch may 
be excluded from this requirement provided connection is made with the first 
available dispatch. 

.213 Second Class 

Whenever possible, distribute newspapers on same schedule as first-class mail, 
but do not delay first-class mail in so doing. Distribute other second-class mail 
as promptly as practicable to allow for dispatch within a 24-hour period. 

214 Third Class 

Distribute principally on day tours and when necessary on other tours to effeet 

dispatch within 24 hours from time of receipt. 
.215 Fourth Class 


Distribute as soon as practicable after receipt and dispatch on the day accepted 
if there is an available dispatch. 


.22 INCOMING MAIL 


.221 Airmail 


Distribute airmail, including air parcel post, immediately on arrival. Handle 
promptly to effect earliest practicable delivery. 


222 First Class 
Distribute immediately on arrival. Organize so as to effect delivery of greatest 
possible volume at earliest time practicable. 
.223 Second Class 
Whenever possible and without delaying first-class mail, distribute: 
a. Newspapers on same schedule as first-class mail. 


b. Periodicals with fixed delivery date so as to make delivery on that date. 


ec. Other second-class mail as soon as possible and make delivery not later 
than second delivery trip after receipt. 
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STATEMENT or A. L. CoLeE, GENERAL BUSINESS MANAGER, THE READER’S DIGEST 
ASSOCIATION 


My name is A. L. Cole. For the past 19 years I have been the general business 
manager of the Reader’s Digest Association, Inc., publishers of the Reader’s 
Digest magazine and Reader’s Digest Condensed Books. 

Thirty-six years ago, the Reader’s Digest was merely an idea in the mind of 
DeWitt Wallace, a young war veteran who had grown up in St. Paul, Minn. 
After recovery from a shrapnel wound and a brief period in the international 
promotion department of the Westinghouse Co., he and his wife started the 
Reader’s Digest. At that time their home and office was one room in Greenwich 
Village in New York and it was from there that letters were sent through the 
mails describing a new kind of reading service in the form of a pocket-size 
magazine. Their letters urged people to subscribe for the new magazine at a 
price of $3 a year and promised to return the money to any subscriber who was 
not completely satisiied after receiving 3 issues of the new magazine. 

Obviously the post office was important at the start of the Reader's Digest. 
It was not until 8 years after the Digest began publication that any copies were 
distributed in any way other than by mail. Subscriptions came to the Digest 
by first-class mail in response to appeals to prospective subscribers sent by 
third-class mail. Now after 36 years of publication, the United States Post 
Office continues to be the supplier of a most important service in the life of 
this publication. From the few copies that were mailed in 1922 the circulation 
of Reader’s Digest has grown surprisingly until today more than 12 million 
copies a month are distributed in the United States alone. More than 80 percent 
of these copies continue to be sent through the mail. Now all four classes of 
postal service are used extensively, and more money is spent for first-class, third- 
class, and fourth-class mail than for second class. 

In the 1930’s the Digest began began receiving letters from readers abroad 
suggesting publication of the Digest in foreign languages. They thought 
that a favorable picture of life in the United States was reflected in 
the pages of the Digest and that if people abroad could read the magazine in 
their own languages good will for the United States would result. As World 
War II approached, the United States Government urged us to print the Digest 
in Spanish and Portuguese for distribution throughout Latin America, and to 
publish it in other languages. The Swedish and Arabic editions followed those 
for Latin America. Today the Reader’s Digest is published in 13 languages 
and it is estimated that more than 70 million people throughout the world read 
every issue. The expenses involved in establishing the foreign language edi- 
tions of Reader’s Digest were paid for by the Reader’s Digest itself. Financial 
aid from the United States Government was declined with thanks. 

During the year 1957 Reader’s Digest in the United States purchased for its 
own account more than $7 million worth of first-, second-, third-, and fourth- 
class postage; $1.5 million was spent for first-class and airmail, $1,350,000 for 
second class, $2.5 million for third class, and $1,950,000 for fourth class. The 
fourth-class postage is for the mailing of Condensed Books sold to Digest read- 
ers. Please note that we spend almost three times as much for first- and fourth- 
class mail, the kind the post office likes best, as we do for second-class mail, the 
kind they seem to like least. These figures do not include amounts spent for 
postage (practically all first-class and airmail) by the millions of Digest read- 
ers who send their orders, payments, changes of address, and other communica- 
tions to us through the mails. We estimate conservatively that Reader’s Digest 
pays for and generates a total of between $10 million and $15 million worth of 
postage a year, with more of that being first class than any other class of mail. 

The United States post office for over 36 years has supplied our most needed 
service, and we have great respect for the dedicated career men and women in 
the postal service with whom. we have had a close and rewarding business 
association. However, we must now regretfully agree with the Postmaster 
General when he said in an interview in the May 24, 1957, issued of U. S. News 
& World Report, “The post-office buildings are out of date, overcrowded, poorly 
located. The post office lacks modern equipment and is struggling to handle an 
ever-growing volume of mail by old-fashioned hand-labor methods.” The New 
York Times report of January 2 of this year quoted sources close to the Post- 
master General as follows: “The postal service has been the ‘Orphan Annie’ of 
the Federal service for far too many years * * * the New York post office, the 
largest in the United States, is 20 and perhaps 50 years behind modern industry 
in its methods.” Former Deputy Postmaster General Stans, now Assistant 
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Budget Director, characterized the post office as “the most antiquated, antedilu- 
vian, obsolete institution in government.” 

Why has the United States post office, a major United States public service, 
one of the largest business enterprises in the world, been allowed to get into 
its present deplorable state? The present post-office administration recognizes 
the problem and has urged that something be done about it. As much as 5 years 
ago they pointed out the fact that post-office equipment and facilities are anti- 
quated. Why does it take so long to make substantial progress toward improve- 
ment? Are these not questions that need serious study and action by Congress 
if conditions are to be improved at any time soon? And if the United States 
post office is to continue to be operated at high cost because of the inefficiency 
resulting from inadequate modern equipment, is it fair to make the users of 
the mail pay the bill? If a Government monopoly which is the only source 
from which the public can get postal service is inefficient, should mail users be 
asked to subsidize that inefficiency and waste? 

One roadblock in the way of the procurement of modern equipment is the 
present method of appropriating funds for capital expenditures by the post 
office. These expenditures are now charged as a current expense. This prac- 
tice results in unsound cost accounting. It tends to delay the appropriation of 
the funds needed to buy modern equipment. That is the wrong way to charge 
for the cost of capital improvements which are expected to pay for themselves 
over their useful life. We urge the Congress to change the method of charging 
for the needed equipment so as to conform to sound cost accounting procedures. 

Now, in addition to providing the tools the post office needs to do its work 
the Congress, in our opinion, should also take a good look at the various services 
which the United States post office supplies to the public at less than cost. The 
record shows clearly that the post office was established as a department of 
Government because Congress believed that was the only way they could be 
sure that these services would be maintained in spite of the fact that revenues 
received might not cover costs. From the beginning it was understood that 
many of these services would cost more than Congress thought it proper for the 
Government to charge. 

On June 12, 1957, President Eisenhower was reported to have suggested at a 
meeting with a group of Congressmen that perhaps the idea of having the post 
office turned over to private business might be worth considering. Senator 
Neuberger’s comments on this idea as reported in the Congressional Record the 
next day were as follows: 

“T am alarmed by this report because, in my opinion, any such policy would 
mean the early end of the system of rural free delivery which has been such a 
boon and blessing to the farm population of our country * * *. This kind 
of policy has made it possible for men and women to go into the American 
hinterland and to build it up, and yet still to maintain economical and frequent 
contact with their friends and business outlets elsewhere in the land. But, 
under a private-business system, would such a system continue? 


Business is 
predicated mainly on a profit.” 


We do not question the value of the public services rendered by the post 


office. We believe they are important to the continued growth of our country, 
but we believe it is unfair to charge those who use the postal service for work 
which Congress requires the post office to do—at less than cost—for the benefit 
of any particular group. The total cost of such public services (in excess of the 
amounts paid for them) must be large, even though certain items such as the air- 
mail subsidy and others were removed from post-office costs some time ago. It 
is certainly reasonable for the users of the mail to ask Congress now to specify 
what these services are, and to estimate their cost in excess of the payments 
made for them, and then to eliminate this cost from any postal deficit—or at 
least from the deficit figure when considering rate increases to offset a deficit. 
Congress should make it clear that the costs of these public services—in excess 
of the amounts paid for them—should in fairness be paid for taxes and not 
charged only to users of the postal service. The Senate Citizens Advisory Re- 
port provides useful information as an approach to solution of this problem. 

In spite of the fact that in recent years total postal revenues have equaled 
only approximately 85 percent of total postal costs, it is probable that there 
would be no postal deficit now if the post office had properly located buildings 
and modern equipment, and if the cost of the public services rendered by the 
post office for less than cost were eliminated from the total of post-office ex- 
penses. With a balanced budget there would obviously be no justification for the 
Government to increase postal rates. 
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But in spite of the possibility of a balanced budget under these conditions, the 
Reader’s Digest is realistic enough to know that the post office will not improve 
its efficiency rapidly enough to avoid continuing deficits, at least for the next 
few years. 

Maybe this is a good place to point out that the Reader’s Digest has never op- 
posed fair and reasonable increases in postal rates, and has said so for several 
years in testimony before both House and Senate committees. 

Now, in spite of the fact that we know our subscribers will not like paying 
these increased rates as a part of a higher subscription price for the Digest, and 
will not like to pay a higher price for the stamps they will need for their own 
porns! we do not oppose increases in postal rates provided they are reasonable 
and fair. 

With these comments as a preface, we will venture to suggest what we believe 
would be fair increases if the committee decides rate increases are necessary : 

(a) An increase in the rates for first-class mail from 3 cents to 4 cents with 
a proportionate increase in the airmail rate seems fair. First class rates have 
not been increased in over 30 years and an increase probably is justified be- 
cause of increased costs during that period. 

(bd) An inerease in second-class rates amounting to 20 percent (10 percent 
the first year and 5 percent more for each of the next 2 years) seems fair. Be- 
cause there was a 30-percent increase during the years 1952, 1953, and 1954, an 
additional 20-percent increase would bring the overall second-class rate increase 
to 56 percent above the rates charged in 1946. The Post Office budget was in ap- 
proximate balance at that time and had been for many years and the Post Office 
had stated repeatedly that the reasons they need higher rates is because of the 
increase in costs since the end of the war. A total increase of more than 20 
percent in second-class rates at this time is unjustified because the overall cost 
of handling a piece of mail has increased by only 54 percent. The proposed 
rate increase in the bill passed by the House of Representatives would bring the 
second class rates up to 108 percent above those in effect in 1946. We submit 
that so large an increase is grossly unfair. 

(c) An increase in third-class rates from 1.5 cents to 2 cents seems the maxi- 
mum that is fair. [Even an increase to 2 cents involves a total increase of 100 
percent above the rates in effect in 1946. Certainly no greater increase can be 
justified. 

Perhaps this is a good place to comment on the continuing attacks on third- 
class mail which along with second-class mail have been the prize “whipping 
boys” of the present Post Office administration. Third-class mail is the small- 
business man’s only form of advertising. It isn’t practical for him to advertise 
in the newspapers or on the radio or in the magazines. He must send com- 
munications direct to his limited number of customers or prospects and he can 
do this only by sending them through the mail. 

Third-class-mail users in general are small businesses and third-class mail 
is the mainstay of the fund-raising appeals of most charitable organizations. 
Everyone agrees that if the post office were to lose all of the third-class mail 
the total deficit would increase by scores of millions of dollars. Also if users 
of third-class mail were forced to give up the use of mail because of high- 
postage costs they would probably wind up by hiring canvassers to use the 
“foot-in-the-door” method of selling instead of direct mail. Sure, there may be 
some annoyance in getting mail that doesn’t interest you, but after all you 
can throw it away without looking at it, or throw it away after looking at it, 
and obviously a certain number of people are interested in the third-class mail 
they receive—otherwise it would have ceased to exist long ago. Isn’t it a lot 
easier to throw away the mail that doesn’t interest you than throw the sales- 
man with his foot in the door out of your home? In my opinion third-class 
mail merits applause rather than criticism from the post office, the Congress, 
and the general public. 

(d) We believe that you should not increase the fourth-class postage rate 
on books. The present rates are twice as high as the 1946 rates—8 cents in- 
stead of 4 cents for the first pound. Certainly no further increase can be 
justified. Costs since the Post Office budget was in balance have not increased 
100 percent. 

The rate increases which we propose are based on the assumption that if 
the cost of handling a piece of mail has increased 54 percent since 1946 when 
the Post Office budget was in balance, it is unfair now to set the rates for any 
class of mail at a point higher than the 54 percent increase above 1946. 
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If you do decide to make major increases in the rates for all classes of mail 
now, should you not also outline a policy for postal rate making for the future 
so that everyone who must buy postal service from their Government, includ- 
ing those who must buy it as a major factor in their businesses, will know 
where they stand? I am sure you agree in fairness that is due the mail users. 

The Reader’s Digest believes that Congress should now affirm the long- 
established Government policy through which reading matter in periodicals 
receives a preferential low postal rate. The policy of preferential rates for 
periodicals has been in effect for almost 80 years. It was established by Con- 
gress in the belief that reading matter in periodicals contributed to public 
education and that public education justified support by the Government be- 
cause it is in the general public interest. Today the need for better educated 
Americans is recognized as never before. Educators are unanimous in their 
opinion that periodicals do contribute in a major way to an educated and in- 
formed public. Many examples could be cited. Does the doctor’s education 
end when he leaves medical school? Or does he not continue to be educated 
by the scores of fine publications covering the field of medicine? Isn’t the 
same need for periodical literature evident in science, engineering, and in 
many other fields? Attached to this testimony is the index of articles from 
Reader’s Digest for the year 1957. It lists 420 articles in 75 fields, including 
7 on agriculture, 11 on aviation, 12 on the subject of education, 34 on medical 
science, 19 on science and invention, and 10 under the heading of women— 
to mention only a few. This is a fair sample of the kind of continuing educa- 
tion many good general magazines provide. However, the general magazines 
are few in number compared to the specialized interest magazines published. 

There are a total of approximately 25,000 individual publications entered as 
second-class mail—about half are newspapers—half magazines. Several thou- 
sand specialized interest publications are light in weight and are delivered by 
the post office at a cost considerably in excess of the postage paid. It would 
no doubt be wise and fair over the years ahead to increas* the minimum piece 
rate to a figure closer to cost. But in the meantime the Congress can be sure 
that any loss sustained through low postal rates to publications is providing 
continuing education to virtually all Americans at a lower cost to the tax- 
payer than that same education could be provided in any other way. The cost 
of the educational contribution to America provided by periodical literature in 
the form of more than 25,000 individual publications is “peanuts” no matter how 
you figure it compared to the costs of public education in any other form. 

During the past 2 years, Congress has been provided with figures that purport 
to be the losses to the Post Office Department from handling certain individual 
magazines, including the Reader’s Digest. These figures have been given wide 
publicity in the press and on the radio. The Post Office Department cannot 
support detailed figures of losses claimed. Former Deputy Postmaster General 
Maurice Stans has stated in testimony that figures of losses for individual pub- 
lications can only be approximations. Previous Post Office administrations 
have stated that it is impossible from any records maintained by the Post Office 
Department even to approximate the loss on an individual publication. One 
large publication from whom loss figures were released has proved with de- 
tailed analysis that the figures released are full of miscalculations. The esti- 
mated cost for rural-delivery service is based on a wrong figure. The estimated 
cost of transportation is wrong. ‘The figures of loss from handling the Reader’s 
Digest which the post office released are also wrong in both general conception 
and in detail. In addition to being based on inaccurate figures in detail, they 
are twice as high as they should be overall because the Post Office Depart- 
ment’s official position now is that second-class mail should be charged with 
only 50 percent of previously allocated cost. We believe that the post office can 
be charged with gross irresponsibility in releasing and publicizing unsupported 
figures of estimated losses for individual publications. 

Post-office cost figures are based on the cost ascertainment report. Any use 
of the cost ascertainment figures for ratemaking purposes is wrong and the post 
office has said so often in official statements. A year ago the post office estimated 
its loss of handling all second-class mail (based on its cost ascertainment fig- 
ures) as $269 million. This year the estimate is only $102 million—$167 million 
less than last year. Are you convinced that the post-office cost figures are cor- 
rect now? For second-class mail they are less than half as large as the Post 
Office Department insisted they should be last year. 

We hope and believe that any increases in postal rates which Congress ap- 
proves will be fair. However, as a part of any program for rate changes we 
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hope you will spell out a policy for postal ratemaking that can be a guide for 
the future. And we hope you will do something to modernize our present ar- 
chaie postal system, 

The May 1957 issue of the Reader’s Digest carried an article on the prob- 
lems of the postal crisis (reprint attached). After studying the subject for 
months the author came to conclusions, with which I am sure you all agree. 
He said: “It’s clear that in the 20th century even this wealthy country can- 
not subsidize a 19th century mail system indefinitely. So let’s put our human 
brains and our electronic brains to work. Let's create a modern mail system.” 

The February 1958 issue of Reader’s Digest carries another article (reprint 
attached) about the post office. The author is your chairman, Senator Olin 
Johnston. He recommends that Congress take four steps to end what he re- 
fers to as “Our Post Office mess” and concludes with the following: “If these 
four steps are taken by Congress I believe that in a few years we can get out of 
this postal mess and have the best mail service in the world.” 

We hope Congress will take these four steps. We think the American people 
deserve the best mail service in the world and we know every member of this 
committee thinks so too. 

Thank you. 


WASHINGTON NEWSPAPER PUBLISHERS ASSOCIATION, INC., 
Seatile, Wash., February 11, 1958. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 


Deak Sir: It has been called to our attention that an entirely new postal bill 
is now being written in Washington to replace former H. R. 5836 and H. R. 
7910. We would like to present to you the sentiment of our newspaper asso- 
ciation relative to the proposed new postal bill. 

We are aware of the fact that the Postal Department is operating at a great 
deficit and that there must be some increase in revenue to help cut down on 
the losses in the department. We feel that we should go along and would like 
to recommend an increase in second-class postal rates of 30 percent, to be spread 
out on a 10 percent increase each year during the next 3 years. A greater in- 
crease than this would work considerable hardship on many of our newspapers 
as their costs are so high that even a small expense means a great deal to each 
of them. 

Each year during the past few years we have had 2 or 3 of our newspapers 
suspend operations because of inadequate income to cover expenses. Thus we 
are fearful of any rate increase that would be excessive. I might mention to 
you that the Darrington, Timber Bowl Tribune, one of our smaller newspapers, 
just suspended publication this month. The reason for this was the expenses 
were too high, with insufficient income to cover them. 

Also, there have been recent proposals that free, or controlled, circulation 
newspapers should be given second-class mailing privileges. We would like to 
protest vigorously any change in the present second-class mail regulations as 
we do not feel that free, or controlled, circulation newspapers should merit the 
same consideration as paid circulation publications. Paid circulation publica- 
tions are those desired by subscribers, whereas free, or controlled, circulation 
newspapers fall into the category of being forced upon the consumer whether he 
wishes it or not. We feel that a change in second-class reguiations to allow 
free, or controlled, circulation newspapers in the same category would work to 
the great detriment of paid circulation newspapers. 

We shall appreciate your consideration of these matters and support of our 
viewpoints when the postal bill comes up. Your influence and support has 
been most helpful in the past and we want you to know that we appreciate your 
continued assistance. 

Yours sincerely, 
©, B. LAFROMBOISE, Manager. 


AIR TRANSPORT ASSOCIATION, 
Washington, D. C., February 20, 1938 
Hon. OLiIn D. JOHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 
Dear SENATOR JOHNSTON: Like most others, the airlines are concerned about 
the mounting postal deficits. We are sympathetic with the Postmaster Generals 
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desire and program to reduce or eliminate the deficit. We would like to take 
this opportunity to present our views on the postal rate bill (H. R. 5836). 

We believe in the general principle that the Post Office Department should be 
operated on a nonprofit, but break-even basis. At the same time, it is recognized 
that the Post Office Department performs many public service functions which, 
for reasons of national policy, the Congress may decide cannot or should not pay 
their own way. The cost of these functions should not be charged against Post 
Office Department revenue nor to other users of the postal service but, rather, 
should be paid by the National Treasury. 

In recognition of the importance of reducing the postal deficit, the airline in- 
dustry has not opposed an increase in airmail rates from 6 to 7 cents. This 
position was taken even though there is no factual justification for the increase, 
except to help ease the deficit. We are strongly opposed to the suggestion that 
the airmail rates should be increased to 8 cents. Such a rate would be adverse 
to the public interest and should be rejected. 

(1) Airmail (at 6 cents) returned a profit of about $18 million to the Post Office 
Department according to the last cost ascertainment report (1956). This was 
the only significant mail group that showed a profit. (After allocation of 
second- and third-class losses, airmail showed a loss of $14.5 million compared 
with a surface mail loss of $346 million.) Drastic reductions in the amounts 
paid to air carriers for transporting the mail have offset increases in ground 
handling costs. Consequently, even with increases in post. office costs, a 7-cent 
rate, which amounts to a 1624-percent increase in price, will more than meet 
expenses and return a profit to the post office. 

(2) Neither the President nor the Postmaster General has asked for an 
increase to 8 cents in airmail. 

(3) Generally, we believe that airmail users should not be required to sub- 
sidize other users of the postal services. 

(4) The Postmaster General testified that the post office saves money every 
time they fly the mail. 

(5) Studies will show and past experience has proved that too high a rate will 
eut down on the volume of airmail use because of diversion. Based upon past 
experience, an 8-cent airmail rate may mean an overall reduction in revenue 
to the post office. 

(6) No eurrent study has been made and there is no evidence in the record 
to show the possible adverse effect on post office revenues of an 8-cent airmail 
rate. It would be unwise to gamble on pricing out of the market the Depart- 
ment’s most profitable service. 

(7) Unlike the railroads which have increased their rates, the airlines, in a 
voluntary settlement, reduced their rates for transporting the mail. It would be 
inequitable now to establish an 8-cent rate on airmail which will reduce the 
volume of airmail on which the airlines were relying. 

(8) There is no logic to the idea of charging twice as much for airmail as for 
first-class mail. Certainly, if the rate bears any relation to the cost of giving 
the service, no such differentiation can be justified. In fact, the ratio could just as 
logically be 3 to 2 or even 7 to 5. The rates have historically been set so as to 
render the best service at the lowest possible cost. 

(9) Converse to the impression that railroads furnish a standby service for 
airmail in adverse weather, the airlines in many parts of the country are today 
providing emergency airlift for all letter mail because of delays in surface 
transportation. 

(10) Most of the countries of Europe send all letter mail by the most ex- 
peditious method. Our neighbor, Canada, has had an expedited mail program 
since July 1,.1948. The rate for all letter mail in Canada is 5 cents. 

One of the principles set forth in title II of H. R. 5886, which is to be con- 
sidered in postal rate policy is the “development and maintenance of a postal 
service adapted to the present needs and adaptable to the future needs of the 
people of the United States.” The natural development of communications and 
commerce among the people of the United States points to the need for taking 
advantage of every means of speeding up the postal service. An &-cent rate 
will not accomplish this. Instead of enabling those who use the mails to take 
advantage of the tremendous technological advances now unfolding in air trans- 
portation, as has been our historic postal policy, it will mark a step backward 
in postal service. Moreover, it is discriminatory against those geographical 
areas of our country which are so dependent upon airmail service. 
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For all of these reasons, the 8-cent rate on airmail should be rejected and a 
new look taken at means of improving the postal service at the most reasonable 
rates to the public which will yield the maximum revenue to the Post Office. 

The experiment to expedite first-class mail by sending it by air on a deferred 
basis has been a sound one and it was appropriate for the Postmaster General 
to undertake it. It has improved mail service, especially to many communities 
served by the local service carriers. It has proved that letter mail can be 
speeded up when it is sent by air. It has demonstrated that the airlines have 
the capacity to carry more mail and could carry even more if it were offered 
to them. The committee acted in the public interest to reject efforts to dis- 
continue the experiment. 

Very truly yours, 
8. G. Tieton, President. 





STATEMENT OF J. M. GrorGe, PRESIDENT, NATIONAL ASSOCIATION OF DIRECT SELLING 
COMPANIES, WINONA, MINN. 


I am J, M. George, president of the National Association of Direct Selling 
Companies, which has its headquarters at 165 Center Street, Winona, Minn. 
This statement is presented for consideration by the committee and for the 
record of these hearings. 

In my capacity, I have very little contact with the detailed commercial rate 
aspects; hence I must testify generally as to what I think are the important 
considerations in respect to the issues involved in this legislation. 

I should like to say also that the primary interest in this legislation of the 
people whom I represent, is in third-class rates. 

With most direct selling companies third-class mail is the principal means 
of recruiting salespersons. It is also extensively used to promote sales volume 
by these salespersons. 

This association consists of member concerns whose merchandise ultimately 
reaches the consumer through house-to-house solicitation. The problems of 
our members are the same as the problems of all companies in the United States 
having similar methods of distribution. There were last year about 2,500 such 
companies in the United States. There are fewer this year. 

We, of course, are not the only people who similarly or otherwise depend upon 
third-class mail for the procurement of business and the promotion of business 
volume. 

It is hardly necessary to say that the United States has no difficulties in the 
area of production. The economic bottleneck is in selling. 

It would serve no point for me in this testimony to quote from the matter so 
well included and handled in the Citizens’ Advisory Council Report of February 
26, 1957, which report is directed to the Senate Committee on Post Office and 
Civil Service. 

Historically, the postal service, with few interludes, is and has been considered 
and treated by the Congress as a public service operation. The original purpose 
of its establishment was to carry letter mail. 

During the following years many extensions and augmentations of and to the 
service were established by the Congress. 

In many instances, these augmentations were on the basis of a calculated 
loss with full knowledge that they could not pay their own way. Illustrations 
are such public welfare services as post roads, rural free delivery, star routes, 
fourth- and to some extent third-class post offices, and this is to name only a few. 

The calculated loss policy was a wise and farseeing concept. This concept 

yas probably the compelling factor in keeping North America from becoming 
a breakdown of numerous more or less unimportant separate nations, comparable 
to the situation in the Balkans. By this policy the Congress commencing over 
150 years ago, set a pattern with results which Europe is striving to accomplish 
today. 

The Congress also accepted, early, the fact that since letter mail had to be 
carried, it would be beneficial to extend the scope of the postal service beyond 
that type of mail so as to occupy and increase the usefulness of the necessary 
facilities and help pay the cost of operations. This laid the pattern for an ever- 
extending service for the convenience, education and unification of a widely 
scattered people into a closely knit political body of one people. 

What could be more conclusive, than its own history, that the overall objective 
of the postal service was and still is public welfare service. Throughout its long 
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history most of the important action of the Congress has consisted of some phase 
ef enhancement of the public welfare and justifiable humanitarianism. 

Getting beyond the letter mail era, three well-defined classes of mail service 
was established. The congressional motive and intent back of these three later 
developments was to increase the value of the service to the public. 

It took business use of the service to carry out this congressional motive and 
intent. The availability of these areas of service was an invitation to business 
to come in and use the postal service to increase the scope and value of services 
to the people. Without business participation these three classes of mail would 
never have been implemented and it can be said that these new services were 
not established for the benefit of businessmen, but rather for the benefit of 
the people. 

Billions of dollars of business, annually, has been built up on the basis of 
availability of postal rates in these three classes of mail which are not higher 
than the traffic can bear. 

It seems that it logically follows that even in the business use functions of 
the service, there is a strong element of public welfare, service and convenience. 

In recent years there has developed a feeling that the postal service is simply 
a business, that it should pay its own way, or in other words that income should 
equal expenditures. This is a definitely erroneous concept and when it has been 
advanced at 2 or 3 different times during the history of the postal service, the 
Congress has come in and denied the validity of that concept, knowing full well 
that the end result of such a policy would be the reduction of the postal service 
and its value to the people. 

If the pay-its-own-way concept were correct, the Congress never would have 
set up or retained calculated-loss features in the postal service of which there 
are many and which inescapably brand the service as primarily one of public 
service and this, of course, is as it should be. 

To name only a few of the types of service just referred to, they are: 

Rural free delivery ; 

Star routes; 

Third- and fourth-class post offices, which are unable to pay their way; 

Various subsidies, partial subsidies, and free services; 

Services performed which are measurable and for which no fees or 
rates have been provided ; and 

Those services which are not measurable and hence of a character that 
do not lend themselves to rates or fees. 

The crying need now, and for sometime, has been for the establishment by the 
Congress of a postal policy which— 

(1) Realistically and fully recognizes the public-welfare character of the 
services rendered and excludes them from the basis of ratemaking; 

(2) Excludes also the calculated-loss features ; 

(3) Eliminates restrictions on the Department as to choice of transpor- 
tation facilities ; 

(4) Restores uniformity of size and weight limitations throughout the 
country ; , 

(5) Turns back to the Congress all ratemaking functions. 

It is respectfully submitted that under such changed conditions it would be 
found that, on the whole, the services now specifically rated are paying their 
way and even that some of these services are being overcharged. 

It is also respectfully submitted that no ratemaking activity should be under- 
taken until a definite congressional policy shall have been established. 

It would appear that in no other way can there be eliminated this repeated 
annual or biennial controversy which takes up so much time of the Members of 
the Congress and of business and other interested persons and organizations. 

It has come to my attention that Mr. Stans of the Post Office Department 
stated to the Senate Committee on Post Office and Civil Service that the differ- 
ence in cost between the post-office payments for parcel-post carriage and the 
lower rates charged by railroads for the transportation of other matter amounts 
to about $100 million per year, and this seems to be an important operational 
cost which could be eliminated or excluded from the ratemaking figures. 

It must be admitted that the present prosperity is spotted and that the future 
of small business, in an important degree, is at stake. 

Small business has not been doing too well and this has been emphasized in 
the news by reporting agencies and by public statements made by Members of 
the Congress. 
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At least 95 percent of the concerns engaged in our method of distribution fall 
into the small-business category. 

It is suggested that rate increases in second- and third-class mail and other 
postal services would bring literally thousands of business concerns into a loss 
position or lowered income-tax brackets, thereby conceivably reducing revenue 
from taxes on income to an extent substantially exceeding the added amount 
of revenue taken in for the Post Office Department by way of stiff rate increases. 

Third-class mail is an advertising tool, one of the most important in Ameri- 
can business and its availability on a practical rate basis is of terrific impor- 
tance to the entire American economy. 

While we are not heavy users of second-class mail,.we wish to state that we 
are not disclaiming the same importance to the American economy of advertis- 
ing carried in that class of mail. 

Is there any certainty that a stiff raise in mail rates will not considerably 
reduce mail volume and hence fail to relieve the so-called deficit situation? 
Has any Government agency made any study on this question? 


CONCLUSIONS 


It is quite apparent that the present administration of the Post Office Depart- 
ment is doing everything possible, under current statutes, to reduce cost of 
operating the postal service without lowering the character of services rendered. 
To some extent it is prevented by statute from eliminating or reducing some 
important cost factors. 

Important instances are: (1) Its lack of right in some cases to make its own 
choice of method of transportation of mail matter; and (2) the size and weight 
limitation requirements of Public Law 199. 

We favor “payment of their own way” by all classes of mail, as close as may 
be reasonably computed, on a rate basis that makes due allowance for elimina- 
tion of costs of calculated losses and cost of public-welfare services. 

If adequate and fair allowance is not made for such cost the proposed higher 
rates on the four classes of mail can be impractical], prohibitive, and destructive 
to many business-mail users, thus impairing the. public.service value of the 
Post Office Department, and increasing the downward trend of business activity. 

Approximately $17 billion of annual sales are involved by the several thousand 
companies using third-class mail for business promotion. Many of them are 
very small companies and many of them will have to quit if the proposed rates 
are put into effect on this class of mail. 

It is apparent that even with steep raises in all classes of postal service there 
will still remain an expenditure greater than income from postal charges, 

It is believed that not only the cost of public service features of the postal 
service, but the cost of calculated loss expenses must be left out of ratemaking 
ealculations and this is a matter of congressional policy and it is not taken 
care of in the provisions of the House bill,.which seems to about freeze the 
present system of cost finding for the making of rates. 

Concerns which use third-class mail for business promotion are confronted 
with an economic barrier which they cannot,surmount. If the rates on third- 
class mail are higher than possible profitable returns from the use of third-class 
mail, the business involved must either close its doors or seek other methods of 
business promotion. 

Twenty-five percent of the companies in this field have gone out of business 
since January 1, 1949, at which time new high rates on third-class mail went 
into effect. 

Our people are not asking for a subsidy. They would like first, to have a 
realistic congressional policy affecting ratemaking. They would like secondly, 
to have the Congress give consideration to the importance to the American 
economy of the thousands of small-business concerns using third-class mail for 
business promotion, and in the realization of that importance, to give consid- 
eration to the establishment of rates which will save such companies from being 
brought squarely up against the economic barrier just. referred to. 

One wonders what would happen to the postal seryice if its activities became 
limited to the handling of first-class mail only, together with the special sery- 
ices applicable to that class of mail. What would happen to the cost of handling 
first-class mail under such conditions? 

What would be the good sense of maintaining the calculated loss services if 
they were to be maintained solely for first-class mail? 





616 POSTAL RATES 


The Post Office Department, even under present income, is coming closer than 
any other department to paying its way. No other department of Government 
is so useful to so great a proportion of.the public. To no other department is 
the term “deficit” applied. 

Respectfully submitted. 

J. M. GEORGE, 
President, National Association of Direct Selling. Companies, Winona, 
Minn. 


STATEMENT OF Dayton Brown, VICE PRESIDENT, THE C. & D. Co., Granp RaApips, 
MIcH. 


My name is Dayton Brown. I am vice president of The C. & D. Co. of Grand 
Rapids, Mich. 

We are the second largest mail user in Grand Rapids, adding over $750,000 
the past 9 years to the revenue of our Grand Rapids post office, in the direct 
postage payments we made, not counting c. 0. d. or money order fees on hun- 
dreds of thousands of shipments—to every State. 

Ours is a small company, selling direct to the consumer through salespeople 
who call on appointment. Our business is entirely done by mail. Our ship- 
ments are all made by parcel post; Our mailings to salespeople all go by third- 
class mail; we have considerable correspondence with customers and salespeople 
by first-class mail. 

Next to salaries and wages, postage is our biggest item of expense. 

Since 1911 my company had made satisfactory progress until January 1, 1949, 
the year of postage rate increases. We earned a profit in 1947, 1948 (as well as 
during the many years before that time) but in 1949 we had a $7,795 loss. 

Since that time over the past 9 years, we have had losses totaling $80,771. 
We have had good management, keeping our overhead expenses down. Silaries 
are down. The real basic reason for not only annual losses but sales volume 
drops is postage expense. 

It is debatable now whether it is economic for us to continue to do business 
hy mail—further increases, charged to us as a business user covering post office 
expenses that have nothing to do with business could well be the “last straw on 
the camel’s back.” 

Customers pay all postage costs, either directly or indirectly, with each mail- 
order concern. Postage rateS are getting so high it makes it difficult to compete 
successfully. Our average order is $7.50—c. o. d., money order and postage fees 
on such an average order amounts to 84 cents—or over 10 percent of the value 
of merchandise they order. Sales resistance alone has caused severe sales losses, 
besides the increase in postage costs to us. 

Proposed increases in third-class rates are particularly discouraging because 
our entire business depends upon the extent of our activity by third-class mail- 
ings. We have a mailing going out almost every week to over 5,000 salespeople. 
In addition, we have a special organization of 800 people to whom we send bulle- 
tins every week by first-class mail. With increases in third- and first-class rates, 
these mailings, necessary to keep them on the job, will have to be reduced. This 
may affect our volume and certainly it will affect the amount of our first-class 
mail, with loss of business volume. It will sharply reduce our payments to the 
post office, not increase their income. 

Our company alone, with its 5,800 salespeople and 70 officeworkers, may not 
be important to the Nation’s welfare—but multiply it by hundreds of small 
mail-order businesses and it is important. 

We do not want rate increases—we feel that it may be the end of our 47- 
year-old company—but even under these circumstances we can see the fairness 
of paying our own way as a business user. But we do not relish the idea of 
going out of business by being forced to pay expenses that should not justly be 
charged to us as a business user. 

Millions of dollars are charged to the post office for free services. Probably 
most of these free services are desirable, but they should not be chalked up to 
business users when determining rates business users should pay. These ex- 
penses shouldn’t be included when talking in terms of a post office deficit to 
be paid by business users. It should be recognized that these services are part 
of the most democratic institution in the country, the United States post office. 
There should be an established postal policy that should recognize these public 
services where the costs should be borne by the Government. Then charge to 
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mail users what their costs really are. We want to pay our share, but we just 
shouldn’t have to face going out of business after 47 years because of postage 
rate increases covering public services as well as legitimate business use. 

As a small-business concern, we need encouragement, not discouragement. 
We need a basic postal policy that will let us know where we stand; that will 
encourage the further use of the post office for promoting business; that will 
recognize our “small-business concern’s rights” of paying fairly for the services 
we use, but not saddling us by sharing costs of what should rightfully be rec- 
ognized as public services. 

Thank you very much for the consideration you give to the viewpoints ex- 
pressed in this testimony. 
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